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MONDAY, MARCH 2, 1953 


UNITED STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to call, in room 301, Senate Office 
Building, at 10:10 a. m., Senator Homer E. Capehart, chairman, 
presiding. 

Present: Senators Capehart, Bricker, Ives, Bennett, Bush, Payne, 
Goldwater, Maybank, Robertson, and Douglas. 

The CHarrMAN. The committee will come to order, please. 

When the Korean conflict took us by surprise about 2% years ago, 
we were spending annually for military purposes a total of approxi- 
mately $10 billion. Within a year, our defense budget increased 
fourfold, and actual military expenditures doubled. 

At the present time, we are spending for defense purposes alone 
almost $50 billion a year, or approximately $1 billion a week. Fortu- 
nately, it appears that from now on our expenditures for national 
defense should begin to decrease. But we cannot be unaware of the 
ever present Communist menace, which is a threat not only to our 
society, but to Christian civilization. 

It is against this background that we as your representatives in the 
Senate—and you, as the representatives of labor—and you, as the 
representatives of industry—and you, as the representatives of the 
public, should consider this legislation. 

In keeping with my responsibility as chairman of the Banking and 
Currency Committee, I have introduced two bills—alternative ap- 
proaches to combat inflationary pressures in the event of a grave 
national crisis. Briefly, one provides for an overall type standby 
authority with a small, key standby organization. The other would 
grant standby authority for a 90-day freeze on prices, wages, and resi- 
dential rents, pending further action by the Congress. 

It is not necessary for me, I believe, in the light of my record in the 
Senate to state that I prefer no controls over our economy. However, 
I feel that I would be remiss in my duties as a Senator and as chairman 
of this committee if I failed to obtain the fullest consideration of what 
is the best and most practical way of taking care of what could be a 
disastrous economic dislocation in the event of a grave national 
emergency. 

We must give the same consideration to economic preparedness as 
we do to military preparedness. It is my considered judgment, and 
I know a majority of the members of this committee share my view, 
that if we prepare ourselves for a system of controls to combat a 
possible inflationary situation, we will do most to prevent the very 
situation which we all fear. In other words, a little economic peni- 
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cillin, now, may save us from what might well be an economic plague — 
come a war, God forbid. 

If there is no objection, I would like, at this time, to include in the 
record of the hearings a copy of the two bills, along with a sectional 
analysis of each, and the statement which I presented when each was 
introduced 

(The documents referred to follow:) 


[S. 743, 83d Cong., Ist sess.] 


A BILL To provide standby economic controls, and for other purposes. 
te at enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the “Emergency 
Stabilization Act of 1953 


DECLARATION OF POLICY 


Sec. 2. In snite of substantial increases which have occurred since the out- 


break of the conflict in Kore a, prices are now g¢ nerally in normal relationship 
and the economy as a whole is relatively stable It is the sense of the Congress 
that this stability can be maintained by the full and effective use of indirect 


controls barring unanticipated and adverse international developments, There 
is, however, the ever present possibility of further Communist aggression which 
may seriously jeopardize the American economic system unless proper legislative 
and organizational safeguards exist for the immediate imposition of economie 


eontrols. The necessity for such safeguards is emphasized by the speedy destruc- 
tive force of modern warfare which allows no delay in the taking of Executive 
action to insure preservation of the well-being of the economy. The purpose of 


this Act is to provide the basis for such action in the event serious economic 
dislocations threatening the national security or welfare develop. 

It is the sense of the Congress that direct economic controls are incompatible 
with the American free enterprise system and should be invoked only if an 
emergency arises serious enough to threaten the economic well-being or national 
security of the United States and within the framework as far as practicable of 
the American system of competitive enterprise. But if such an emergency should 
develop, the President must have full powers to employ immediate economic 
controls to the extent necessary to meet the needs of the national security and 
welfare. 

In order that this Nation be prepared, it is the policy of the Congress that 
agencies be provided on a limited, standby basis, to be ready at all times to take 
appropriate action in the event of such an emergency. It is the further sense of 
the Congress that all other agencies of Government shall cooperate to the fullest 
extent in assisting these agencies in carrying out the purposes of this Act. 

It is the sense of the Congress that a standby program of the kind here author- 
ized will provide for the national security, the general welfare, and implement 
the foreign policy of the United States in the event of serious economic dislocations 
and that the powers granted herein shall be used for those purposes. This pro- 
gram may require diversion of certain materials and facilities from civilian use 
to military and related purposes, and may require expansion and maintenance of 
productive facilities beyond levels needed to meet civilian demand. Such a 
program should insure against the ravages of inflation. Such a program should 
operate to assure against dissipation of defense appropriations in an economic 
emergency; to stabilize the cost of living for workers and other consumers and 
the costs of production for farmers and businessmen during such an emergency. 
Such a program should prohibit profiteering, hoarding, manipulation, speculation, 
and other disruptive practices resulting from abnormal market conditions or 
searcities if a crisis develops. It should protect consumers, wage earners, in- 
vestors, and persons with relatively fixed or limited incomes from undue impair- 
ment of their living standards in an emergency. It should safeguard against 
economic disturbances, labor disputes, interferences with the effective mobiliza- 
tion of national resources and impairment of national unity and morale. It 
should also protect the national economy in a time of crisis against future loss 
of needed purchasing power by the dissipation of individual savings. 
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TITLE I—PRIORITIES AND ALLOCATIONS 


Sec. 101. (a) The President is hereby authorized (1) to require that perform- 
ance under contracts or orders (other than contracts “of employment) which he 
deems necessary or appropriate to promote the national defense shall take priority 
over performance under any other contract or order, and, for the purpose of 
assuring such priority, to require acceptance and performance of such contracts 
or orders in preference to other contracts or orders by any person he finds to 
be capable of their performance, and (2) to allocate materials and facilities in 
such manner, upon such conditions, and to such extent as he shall deem necessary 
or appropriate to promote the national defense. No restriction, quota, or other 
limitation shall be placed upon the quantity of livestock which may be slaughtered 
or handled by any processor. Nor shall any restriction or other limitation be 
established or maintained upon the species, type, or grade of livestock killed by 
any slaughterer, nor upon the types of slaughtering operations, including religious 
rituals, employed by any slaughte rer; nor shall any requirements or regulations 
be established or maintained relating to the allocation or distribution of meat or 
meat products unless, and for the period for which, the Secretary of Agriculture 
shall have determined and certified to the President that the over-all supply of 
meat and meat products is inadequate to meet the civilian or military needs 
therefor: Provided, That nothing in this Act shall be construed to prohibit the 
President from requiring the grading and grade marking of meat and meat 
products. 

(b) When all requirements for the national security, for the stockpiling of 
critical and strategic materials, and for military assistance to any foreign nation 
authorized by any Act of Congress have been met through allocations and priori- 
ties it shall be the policy of the United States to encourage the maximum supply 
of raw materials for the civilian economy, including small business, thus increasing 
employment opportunities and minimizing inflationary pressures. No agreement 
shall be entered into by the United States limiting total United States consumption 
of any material unless such agreement authorizes domestic users in the United 
States to purchase the quantity of such material allocated to other countries 
participating in the International Materials Conference and not used by any such 
participating country. Nothing contained in this Act shall impair the authority 
of the President under this Act to exercise allocation and priorities controls over 
materials (both domestically produced and imported) and facilities through the 
controlled materials plan or other methods of allocation 

Sec. 102. In order to prevent hoarding, no person shall accumulate (1) in excess 
of the reasonable demands of business, personal, or home consumption, or (2) for 
the purpose of resale at prices in excess of prevailing market prices, materials 
which have been designated by the President as scarce materials or materials the 
supply of which would be threatened by such accumulation. The President shall 
order published in the Federal Register, and in such other manner as he may deem 
appropriate, every designation of materials the accumulation of which is unlawful 
and any withdrawal of such designation. In making such designations the 
President may prescribe such conditions with respect to the accumulation of 
materials in excess of the reasonable demands of business, personal, or home con- 
sumption as he deems necessary to carry out the objectives of this Act. This 
section shall not be construed to limit the authority contained in sections 101 and 
706 of this Act 

Sec. 103. Any person who willfully performs any act prohibited, or willfully 

fails to perform any act required, by the provisions of this title or any rule, regula- 
tion, or order thereunder, shall, upon conviction, be fined not more than $10,000 
or imprisoned for not more than one year, or both. 

Sec. 104. Import controls of fats ome oils (ineluding oil-bearing materials, 
fatty acids, and soap and soap powder, but excluding petroleum and petroleum 
products and coconuts and coconut products), peanuts, butter, cheese, and other 
dairy products, and rice and rice products may be necessary for the protection 
of the essential security interests and economy of the United States in the existing 
emergency in international relations, and imports into the United States of any 
such commodity or product, by types or varieties, shall be limited to such quan- 
tities as the Secretary of Agriculture finds would not (a) impair or reduce the 
domestic production of any such commodity or product below current production 
levels, or below such higher levels as the Secretary of Agriculture may deem neces- 
sary in view of domestic and international conditions, or (b) interfere with the 
orderly domestic storing and marketing of any such commodity or product, or 
(ec) result in any unnecessary burden or expenditures under any Government price 
support program: Provided, however, That the Secretary of Agriculture after 
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establishing import limitations, may permit additional imports of each type and 
variety of the commodities specified in this section, not to exceed 15 per centum 
of the import limitation with respect to each type and variety which he may 
deem necessary, taking into consideration the broad effects upon international 
relationships and trade. The President shall exercise the authority and powers 
conferred by this section. 

Sec. 105. Before initially invoking any authority granted by this title, the 
President, after consulting the National Advisory Council, by Executive order 
shall find and declare that the exercise of any power conferred by this title is 
necessary in the interest of national security or economic stability. 


TITLE IL—AUTHORITY TO REQUISITION AND CONDEMN 


Sec. 201. (a) Whenever the President determines (1) that the use of any 
equipment s upplie s, or compone nt parts there of, or materials or facilities necessary 
for the manufacture, servicing, or operation of such equipment, supplies, or 
component parts, is needed for the national defense, (2) that such need is im- 
mediate and impending and such as will not admit of delay or resort to any other 
source of supply, and (3) that all other means of obtaining the use of such property 
for the defense of the United States upon fair and reasonable terms have been 
exhausted, he is authorized to requisition such property or the use thereof for the 
defense of the United States upon the payment of just compensation for such 
property or the use thereof to be determined as hereinafter provided. The 
President shall promptly determine the amount of the compensation to be paid for 
any property or the use thereof requisitioned pursuant to this title but each such 
determination shall be made as of the time it is requisitioned in accordance with 
the provision for just compensation in the fifth amendment to the Constitution 
of the United States If the person entitled to receive the amount so determined 
by the President as just compensation is unwilling to accept the same as full and 
complete compensation for such property or the use thereof, he shall be paid 
promptly 75 per centum of such amount and shall be entitled to recover from the 
United States, in an action brought in the Court of Claims or, without regard to 
whether the amount involved exceeds $10,000, in any district court of the United 
States, within three years after the date of the President’s award, an additional 
amount which when added to the amount so paid to him, shall be just compensa- 
tion. No real property (other than equipment and facilities, and buildings and 
other structures, to be demolished and used as scrap or second-hand materials) 
shall be acquired under this subsection 

(b) Whenever the President deems it necessary in the interest of national 
defense, he may acquire by purchase, donation, or other means of transfer, or may 
cause proceedings to be instituted in any court having jurisdiction of such proceed- 
ings to acquire by condemnation, any real property, including facilities, temporary 
use thereof, or other interest therein, together with any personal property located 
thereon or used therewith, that he deems necessary for the national defense, such 
proceedings to be in accordance with the Act of August 1, 1888 (25 Stat. 357), as 
amended, or any other applicable Federal statute. Before condemnation proceed- 
ings are instituted pursuant to this section, an effort shall be made to acquire the 
property involved by negotiation unless, because of reasonable doubt as to the 
identity of the owner or owners, because of the large number of persons with 
whom it would be necessary to negotiate, or for other reasons, the effort to acquire 
by negotiation would involve, in the judgment of the President, such delay in 
acquiring the property as to be contrary to the interest of national defense. In 
any condemnation proceeding instituted pursuant to this section, the court shall 
not order the party in possession to surrender possession in advance of final judg- 
ment unless a declaration of taking has been filed, and a deposit of the amount 
estimated to be just compensation has been made, under the first section of the 
Act of February 26, 1931 (46 Stat. 1421), providing for such declarations. Unless 
title is in dispute, the court, upon application, shall promptly pay to the owner at 
least 75 per centum of the amount so deposited, but such payment shall be made 
without prejudice to any party to the proceeding. Property acquired under this 
section may be occupied, used, and improved for the purpose of this section prior 
to the approval of title by the Attorney General as required by section 355 of 
the Revised Statutes, as amended 

(ce) Whenever the President determines that any real property acquired under 
this title and retained is no longer needed for the defense of the United States, he 
shall, if the original owner desires the property and pays the fair value thereof, 
return such property to the owner. In the event the President and the original owner 
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do not agree as to the fair value of the property, the fair value shall be determined 
by three appraisers, one of whom shall be chosen by the President, one by the 
original owner, and the third by the first two appraisers; the expenses of such 
determination shall be paid in equal shares by the Government and the original 
owner 

(d) Whenever the need for the national defense of any personal property ac 
quired under this title shall terminate, the President may dispose of such property 
on such terms and conditions as he shall deem appropriate, but to the extent 
feasible and practicable he shall give the former owner of any property so disposed 
of an opportunity to reacquire it (1) at its then fair value as determined by the 
President, or (2) if it is to be disposed of (otherwise than at a public sale of which 
he is given reasonable notice) at less than such value, at the highest price any 
other person is willing to pay therefor: Provided, That this opportunity to reac 
quire need not be given in the case of fungibles or items having a fair value of less 
than $1,000 

Sec. 202. Before initially invoking any authority granted by this title, the 
President, after consulting the National Advisory Council, by Executive order 
shall find and declare that the exercise of any power conferred by this title is 
necessary in the interest of national security or economic stability. 


TITLE III—EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


Sec. 301. (a) In order to expedite production and deliveries or services under 
Government contracts, the President may authorize, subject to such regulations 
as he may prescribe, the Department of the Army, the Department of the Navy, 
the Department of the Air Foree, the Department of Commerce, and such other 
agencies of the United States engaged in procurement for the national defense as 
he may designate (hereinafter referred to as ‘‘guaranteeing agencies’’), without 
regard to provisions of law relating to the making, performance, amendment, or 
modification of contracts, to guarantee in whole or in part any public or private 
financing institution (including any Federal Reserve bank), by commitment to 
purchase, agreement to share losses, or otherwise, against loss of principal or 
interest on any loan, discount, or advance, or on any commitment in connection 
therewith, which may be made by such financing institution for the purpose of 
financing any contractor, subcontractor, or other person in connection with the 
performance, or in connection with or in contemplation of the termination, of any 
contract or other operation deemed by the guaranteeing agency to be necessary to 
expedite production and deliveries or services under Government contracts for 
the procurement of materials or the performance of services for the national 
defense. 

(b) Any Federal agency or any Federal Reserve bank, when designated by 
the President, is hereby authorized to act, on behalf of any guaranteeing agency, 
as fiscal agent of the United States in the making of such contracts of guarantee 
and in otherwise carrying out the purposes of this section. All such funds as 
may be necessary to enable any such fiscal agent to carry out any guarantee made 
by it on behalf of any guaranteeing agency shall be supplied and disbursed by or 


under authority from such guaranteeing agency No such fiscal agent shall have 
any responsibility or accountability except as agent in taking any action pursuant 
to or under authority of the provisions of this section. Each such fiseal agent 


shall be reimbursed by each guaranteeing agency for all expenses and losses 
ineurred by such fiscal agent in acting as agent on behalf of such guaranteeing 
agency, including among such expenses, notwithstanding any other provision of 
law, attorneys’ fees and expenses of litigation 

(c) All actions and operations of such fiseal agents under authority of or pur- 
suant to this section shall be subject to the supervision of the President, and to 
such regulations as he may prescribe; and the President is authorized to prescribe, 
either specifically or by maximum limits or otherwise, rates of interest, guaranty 
and commitment fees, and other charges which may be made in connection with 
loans, discounts, advances, or commitments guaranteed by the guaranteeing 
agencies through such fiscal agents, and to prescribe regulations governing the 
forms and procedures (which shall be uniform to the extent practicable) to be 
utilized in connection with such guaranties 

(d) Each guaranteeing agency is hereby authorized to use for the purposes of 
this section any funds which have heretofore been appropriated or allocated or 
which hereafter may be appropriated or allocated to it, or which are or may 
become available to it, for such purposes or for the purpose of meeting the necessi- 
ties of the national defense. 
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Sec. 302. To expedite production and deliveries or services to aid in carrying 
out Government contracts for the procurement of materials or the performance of 
services for the national defense, the President may make provision for loans 
(including participations in, or guaranties of, loans) to private business enterprises 
(including research corporations not organized for profit) for the expansion of 
capacity, the development of technological processes, or the production of essential 
materials, including the exploration, development, and mining of strategic and 
critical metals and minerals, and manufacture of newsprint. Such loans may be 
made without regard to the limitations of existing law and on such terms and 
conditions as the President deems necessary, except that financial assistance may 
be extended only to the extent that it is not otherwise available on reasonable 
terms. 

Sec. 303. (a) To assist in carrying out the objectives of this Act, the President 
may make provision (1) for purchases of or commitments to purchase metals, 
minerals, and other materials, for Government use or resale; and (2) for the 
encouragement of exploration, development, and mining of critical and strategic 
minerals and metals: Provided, however, That purchases for resale under this 
subsection shall not include that part of the supply of an agricultural commodity 
which is domestically produced except insofar as such domestically produced 
supply may be purchased for resale for industrial uses or stockpiling, and no com- 
modity purchased under this subsection shall be sold at less than the established 
ceiling price for such commodity (except that minerals and metals shall not be 
sold at less than the established ceiling price, or the current domestic market 
price, whichever is lower), or, if no ceiling price has been established, the higher 
of the following: (i) The current domestic market price for such commodity, or 
(ii) the minimum sale price established for agricultural commodities owned or 
controlled by the Commodity Credit Corporation as provided in section 407 of 
Public Law 439, Kighty-first Congress: And provided further, That no purchase or 
commitment to purchase any imported agricultural commodity shall be made 
calling for delivery more than one year after the expiration of this Act. 

(b) Subject to the limitations in subsection (a), purchases and commitments to 
purchase and sales under such subsection may be made without regard to the 
limitations of existing law, for such quantities, and on such terms and conditions, 
including advance payments, and for such periods, but not extending beyond 

as the President deems necessary, except that purchases or com- 
mitments to purchase involving higher than established ceiling prices (or if there 
be no established ceiling prices, currently prevailing market prices) or anticipated 
loss on resale shall not be made unless it is determined that supply of the materials 
could not be effectively increased at lower prices or on terms more favorable to the 
Government, or that such purchases are necessary to assure the availability to 
the United States of overseas supplies. 

(c) If the President finds 

(1) that under generally fair and equitable ceiling prices for any raw or 
nonprocessed material, there will result a decrease in supplies from high-cost 
sources of such material, and that the continuation of such supplies is neces- 
sary to carry out the objectives of the Act; or 

(2) that an increase in cost of transportation is temporary in character 
and threatens to impair maximum production or supply in any area at stable 
prices of any materials, 

he may make provision for subsidy payments on any such domestically produced 
material other than an agricultural commodity in such amounts and in such 
manner (including purchases of such material and its resale at a loss without 
regard to the limitations of existing law), and on such terms and conditions, as 
he determines to be necessary to insure that supplies from such high-cost sources 
are continued, or that maximum production or supply in such area at stable 
prices of such materials is maintained, as the case may be. 

(d) The procurement power granted to the President by this section shall in- 
clude the power to transport and store, and have processed and refined, any 
materials procured under this section. 

(e) When in his judgment it will aid the national defense, the President is 
authorized to install additional equipment, facilities, processes, or improvements 
to plants, factories, and other industrial facilities owned by the United States 
Government, and to install Government-owned equipment in plants, factories, 
and other industrial facilities owned by private persons. 

Sec. 304. (a) For the purposes of sections 302 and 303, the President is hereby 
authorized to utilize such existing departments, agencies, officials, or corporations 
of the Government as he may deem appropriate, or to create new agencies. 
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(b) Any agency created under this section, and any department, agency, 
official, or corporation utilized pursuant to this section is authorized, subject to 
the approval of the President, to borrow trom the Treasury of the United States, 
such sums of money as may be necessary to carry out its functions under sections 
302 and 303: Provided, That the amount borrowed under the provisions of this 
section by all such borrowers shall not exceed an aggregate of $ 
outstanding at any one time: Provided further, That when any contract, agreement, 
joan, or other transaction heretofore or hereafter entered into pursuant to section 
302 or 303 imposes contingent liability upon the United States, such liability shall 
be considered for the purposes of sections 3679 and 3732 of the Revised Statutes, 
as amended, as an obligation only to the extent of the probable ultimate net cost 
to the United States under such transaction; and the President shall submit a 
report to the Congress not less often than once each quarter setting forth the gross 
amount of each such transaction entered into by any agency of the United States 
Government under this authority and the basis for determining the probable 
ultimate net cost to the United States thereunder. For the purpose of borrowing 
as authorized by this subsection, the borrower may issue to the Secretary of the 
Treasury its notes, debentures, bonds, or other obligations to be redeemable at 
its option before maturity in such manner as may be stipulated in such obliga- 
tions. Such obligations shall bear interest at a rate determined by the Secretary 
of the Treasury, taking into consideration the current average rate on outstanding 
marketable obligations of the United States as of the last day of the month pre- 
ceding the issuance of the obligations. The Secretary of the Treasury is author-, 
ized and directed to purchase such obligations and for such purpose the Secretary 
of the Treasury is authorized to use as a public-debt transaction the proceeds 
from the sale of any securities issued under the Second Liberty Bond Act, as 
amended, and the purposes for which securities may be issued under the Second 
Liberty Bond Act, as amended, are extended to include any purchases of obliga- 
tions hereunder. 

Sec. 305. (a) (1) It is the sense of the Congress that small-business concerns 
be encouraged to make the greatest possible contribution toward achie ving the 
objectives of this Act. In order to carry out this policy there is hereby continued 
the Small Defense Plants Administration (hereinafter referred to as the Admini- 
stration), created under the provisions of the Defense Production Act of 1950, 
as amended. The Administration shall be under the general direction and 
supervision of the President and shall not be affiliated with or be within any other 
agency or department of the Federal Government. The principal office of the 
Administration shall be located in the District of Columbia, but the Administra- 
tion may establish such branch offices in other places in the United States as 
may be determined by the Administrator of the Administration. For the purposes 
of this section, a small-business concern shall be deemed to be one which is inde- 
pendently owned and operated and which is not dominant in its field of operation. 
The Administration, in making a detailed definition, may use these criteria, 
among others: Independency of ownership and operation, number of employees, 
dollar volume of business, and nondominance in its field. 

(2) The Administration is authorized to obtain money from the Treasury of 
the United States, for use in the performance of the powers and duties granted 
to or imposed upon it by law, not to exceed a total of $50,000,000 outstanding 
at any one time. For this purpose appropriations not to exceed $50,000,000 are 
hereby authorized to be made to a revolving fund in the Treasury. Advances 
shall be made to the Administration from the revolving fund when requested 
by the Administration. This revolving fund shall be used for the purposes 
enumerated subsequently in subsection (b) (1) (B), (C), and (D). Reimburse- 
ments made to the Administration under these operations shall revert to the 
revolving fund for use for the same purposes. 

) The management of the Administration shall be vested in an Administrator 
who shall be appointed by the President, by and with the advice and consent 
of the Senate, and who shall be a person of outstanding qualifications known to 
be familiar and sympathetic with small-business needs and problems. The 
Administrator shall receive compensation at the rate of $17,500 per annum, 
The Administrator shall not engage in any other business, vocation, or employ- 
ment than that of serving 2s Administrator. The Administrator is authorized 
to appoint two Deputy Administrators to assist in the execution of the functions 
vested in the Administration. Deputy Administrators shall be paid at the rate 
of $15,000 per annum, 

(4) The Administration shall not have succession beyond June 30, 1954, except 
for purposes of liquidation. It shall have power to adopt, alter, and use a seal, 
which shall be judicially noticed; to select and employ such officers, employees, 











S STANDBY ECONOMIC CONTROLS 


attorneys, and agents as shall be necessary for the transaction of business of 
the Administration; to define their authority and duties, require bonds of them, 
and fix the penalties thereof. The Administration, with the consent of any 
board, commission, independent establishment, or executive department of the 
Government, may avail itself of the use of information, services, facilities, in- 
cluding any field service thereof, officers, and employees thereof in carrying out 
the provisions of this section. 

(5) All moneys of the Administration not otherwise employed may be deposited 
with the Treasurer of the United States subject to check by authority of the 
Administration or in any Federal Reserve bank. The Federal Reserve banks are 
authorized and directed to act as depositaries, custodians, and fiscal agents for 
the Administration in the general performance of its powers conferred by this 
Act. All insured banks, when designated by the Secretary of the Treasury, shall 
act as custodians, and financial agents for the Administration. 

(b) (1) Without regard to any other provision of law except the regulations 
prescribed under section 201 of the First War Powers Act, 1941, as amended, the 
Administration is empowered 

(A) to recommend to the Reconstruction Finance Corporation loans or 

advances, on such terms and conditions and with such maturity as the 
teconstruction Finance Corporation may determine on its own discretion, 
to enable small-business concerns to finance plant construction, conversion, 
or expansion, including the acquisition of land; or to finance the acquisition 
of equipment, facilities, machinery, supplies, or materials; or to finance 
research, development, and experimental work on new or improved products 
or processes; or to supply such concerns with capital to be used in the manu- 
facture of articles, equipment, supplies, or materials for defense or essential 
civilian purposes; or to establish and operate technical laboratories to serve 
small-business concerns; such loans or advances to be made or effected either 
directly by the Reconstruction Finance Corporation or in cooperation with 
banks or other lending institutions through agreements to participate in 
insurance of loans, or by the purchase of participations, or otherwise; 

(B) to enter into contracts with the United States Government and any 
department, agency, or officer thereof having procurement powers obligating 
the Administration to furnish articles, equipment, supplies, or materials 
to the Government; 

(C) to arrange for the performance of such contracts by letting sub- 
contracts to small-business concerns or others for the manufacture, supply, 
or assembly of such articles, equipment, supplies, or materials, or parts 
thereof, or servicing or processing in connection therewith, or such manage- 
ment services as may be necessary to enable the Administration to perform 
such contracts; and 

(D) to provide technical and managerial aids to small-business concerns, 
by maintaining a clearinghouse for technical information, by cooperating 
with other Government agencies, by disseminating information, and by 
such other activities as are deemed appropriate by the Administration. 

(2) In any ease in which the Administration certifies to any officer of the 
Government having procurement powers that the Administration is competent 
to perform any specific Government procurement contract to be let by any such 
officers, such officer shall be authorized to let such procurement contract to the 
Administration upon such terms and conditions as may be agreed upon between 
the Administration and the procurement officer. 

(ec) (1) Whoever makes any statement knowing it to be false, or whoever 
willfully overvalues any security, for the purpose of obtaining for himself or for 
any applicant any loan, or extension thereof by renewal, deferment of action, 
or otherwise, or the acceptance, release, or substitution of security therefor, or 
for the purpose of influencing in any way the action of the Administration, or for 
the purpose of obtaining money, property, or anything of value, under this 
section, shall be punished by a fine of not more than $5,000 or by imprisonment for 
not more than two years, or both. 

(2) Whoever, being connected in any capacity with the Administration (A) 
embezzles, abstracts, purloins, or willfully misapplies man moneys, funds, secur- 
ities, or other things of value, whether belonging to it or pledged or otherwise 
entrusted to it, or (B) with intent to defraud the Administration or any other 
body politic or corporate, or any individual, or to deceive any officer, auditor, or 
examiner of the Administration makes any false entry in any book, report, or 
statement of or to the Administration, or, without being duly authorized, draws 
any order or issues, puts forth, or assigns any note, debenture, bond, or other 
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obligation, or draft, bill of exchange, mortgage, judgment, or decree thereof, or 
(C) with intent to defraud participates, shares, receives directly or indirectly any 
money, profit, property, or benefit through any transaction, loan, commission, 
contract, or any other act of the Administration, or (D) gives any unauthorized 
information concerning any future action or plan of the Administration which 
might affect the value of securities, or, having such knowledge, invests or specu- 
lates, directly or indirectly, in the securities or property of any company or cor- 
poration receiving loans or other assistance from the Administration shall be 
punished by a fine of not more than $10,000 or by imprisonment for not more than 
five years, or both. 

(d) (1) It shall be the duty of the Administration and it is hereby empowered, 
to coordinate and to ascertain the means by which the productive capacity of 
small-business concerns can be most effectively utilized for national defense and 
essential civilian production. 

(2) It shall be the duty of the Administration and it is hereby empowered, to 
consult and cooperate with appropriate governmental agencies in the issuance of 
all orders limiting or expanding production by, or in the formulation of policy in 
granting priorities to, business concerns. All such governmental agencies are 
required, before issuing such orders or announcing such priority policies, to consult 
with the Administration in order that small-business concerns will be most effec- 
tively utilized in the production of articles, equipment, supplies and materials for 
national defense and essential civilian purposes 

(e) The Administration shall have power, and it is hereby directed, whenever 
it determines such action is necessary 

(1) to make a complete inventory of all productive facilities of small- 

business concerns which can be used for defense and essential civilian produc- 
tion or to arrange for such inventory to be made by any other governmental 
agency which has the facilities. In making any such inventory, the appro 
priate agencies in the several States shall be requested to furnish an inventory 
of the productive facilities of small-business concerns in each respective State 
if such an inventory is available or in prospect; 

(2) to consult and cooperate with officers of the Government having 
procurement powers, in order to utilize the potential productive capacity of 
plants operated by small-business concerns; 

(3) to obtain information as to methods and practices which Government 
prime contractors utilize in letting subcontracts and to take action to en- 
courage the letting of subeontracts by prime contractors to small-business 
concerns at prices and on conditions and terms which are fair and equitabl 

(4) to take such action, authorized under this section, as is necessary to 
provide small-business concerns with an adequate incentive, excluding sub- 
sidies, to engage in defense and essential civilian production and to facilitate 
the conversion and equipping of plants of small-business concerns for such 
production; 

5) to determine within any industry the concerns, firms, persons, corpo- 
rations, partnerships, cooperatives, or other business enterprises, which are 
to be designated ‘‘small-business concerns’’ for the purpose of effectuating 
the provisions of this section; 

(6) to certify to Government procurement officers with respect to the 
competency, as to capacity and credit, of any small-business concern or 
group of such concerns to perform a specific Government procurement 
contract; 

(7) to obtain from any Federal department, establishment, or agency, 
engaged in defense procurement or in the financing of defense procurement 
or production such reports concerning the letting of contracts and subeon- 
tracts and making of loans to business concerns as it may deem pertinent in 
carrying out its functions under this Act; 

(8) to obtain from suppliers of materials information pertaining to the 
method of filling orders and the bases for allocating their supply, whenever it 
appears that any small business is unable to obtain materials for defense or 
essential civilian production from its normal sources; 

(9) to make studies and recommendations to the appropriate Federal 
agencies to insure a fair and equitable share of materials, supplies, and equip- 
ment to small-business concerns to effectuate the defense program or for 
essential civilian purposes; 

(10) to consult and cooperate with all Government agencies for the 
purpose of insuring that small-business concerns shall receive fair and 
reasonable treatment from said agencies; and 
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(11) to establish such advisory boards and committees wholly representa- 
tive of small business as may be found necessary to achieve the purposes of 
this section, 

(f) (1) In any case in which a small-business concern or group of such concerns 
has been certified by or under the authority of the Administration to be a com- 
petent Government contractor with respect to capacity and credit as to a specifie 
Government procurement contract, the officers of the Government having 
procurement powers are directed to accept such certifications as conclusive, and 
are authorized to let such Government procurement contract to such concern 
or group of concerns without requiring it to meet any other requirement with 
respect to capacity and credit. 

(2) The Congress has as its policy that a fair proportion of the total purchases 
and contracts for supplies and services for the Government shall be placed with 
small-business concerns. ‘To effectuate such policy, small-business concerns 
within the meaning of this section shall receive anv award or contract or any part 
thereof as to which it is determined by the Administration and the contracting 
procurement agencies (A) to be in the interest of mobilizing the Nation’s full 
productive capacity, or (B) to be in the interest of the national defense program, 
to make such award or let such contract to a small-business concern. 

(3) Whenever materials or supplies are allocated by law, a fair and equitable 
percentage thereof shall be allocated to small plants unable to obtain the necessary 
materials or supplies from usual sources. Such percentage shall be determined 
by the head of the lawful allocating authority after giving full consideration to 
the claims presented by the Administration 

(g) The Administration shall make a report every ninety days of operations 
under this title to the President, the President of the Senate, and the Speaker of 
the House of Representatives. Such report shall include the names of the busi- 
ness concerns to whom contracts are let, and for whom financing is arranged, by 
the Administration, together with the amounts involved, and such report shall 
include such other information, and such comments and recommendations, with 
respect to the relation of small-business concerns to the defense effort, as the 
Administration may deem appropriate. 

(h) The Administration is hereby empowered to make studies of the effect of 
price, credit, and other controls imposed under the defense program and whenever 
it finds that these controls discriminate against or impose undue hardship upon 
small business, to make recommendations to the appropriate Federal agency for 
the adjustment of controls to the needs of small business. 

(i) The Reconstruction Finance Corporation is authorized to make loans and 
advances upon the recommendation of the Small Defense Plants Administration 
as provided in (b) (1) (A) of this section not to exceed an aggregate of $100,000,000 
outstanding at any one time, on such terms and conditions and with such maturi- 
ties as the Reeonstruction Finance Corporation may determine. 

(j) The President may transfer to the Administration any functions, powers, 
and duties of any department of agency which relates primarily to small-business 
problems. 

(k) No loan shall be recommended or equipment, facilities, or services furnished 
by the Administration under this section to any business enterprise unless the 
owners, partners or officers of such business enterprise (1) certigy to the Adminis- 
tration the names of any attorneys, agents, or other persons engaged by or on 
behalf of such business enterprise for the purpose of expediting applications made 
to the Administration for assistance of any sort, and the fees paid or to be paid to 
any such persons; and (2) execute an agreement binding any such business enter- 
prise for a period of two vears after any assistance is rendered by the Administration 
to such business enterprise, to refrain from employing, tendering any office or employ- 
ment to, or retaining for professional services, any person who, on the date such 
assistance or any part thereof was rendered, or within one year prior thereto, shall 
have served as an officer, attorney, agent or employee of the Administration 
occupying a position or engaging in activities which the Administration shall have 
determined involve descretion with respect to the granting of assistance under 
this section. 

(1) To the fullest extent the Administration deems practicable, it shall make a 
fair charge for the use of Government-owned property and make and let contracts 
on a basis that will result in a recovery of the direct costs incurred by the Admin- 
istration. 

(m) There are hereby authorized to be appropriated such sums as may be 
necessary and appropriate for the carrying out of the provisions and purposes 
of this section. 
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Sec. 306. This title shall be deemed a continuation of the authority contained 
in title II] and section 714 of the Defense Production Act of 1950, as amended, 
and all assets, funds, contracts, loans, liabilities, commitments, authorizations, 
allocations, and records primarily related to the exercise of functions under title 
III and section 714 of the Defense Production Act of 1950 are hereby continued 
in the administration of this title. 


TITLE IV—PRICE AND WAGE STABILIZATION 


Sec. 401. (a) For the purpose of carrying out the provisions of this title, the 
Office of Price Stabilization and the Wage Stabilization Board as hereinafter 
constituted are hereby continued and any activation of ceilings on prices or the 
stabilization of wages, salaries, or other compensation shall be exercised through 
these agencies or such other agencies as the President may designate 

(b) The Office of Price Stabilization shall be directed by an Administrator, 
who shall be appointed by the President, by and with the advice and consent of 
the Senate, and he shall receive compensation at the rate of $16,000 per annum 
Che principal office of the Administrator shall be in the District of Columbia, but 
he or any duly authorized representative may exercise any or all of his powers 
in any place. The President is authorized to transfer to the Office of Price 
Stabilization any of the powers relating to allocations and rationing conferred 
by law upon any other department or agency with respect to any particular 
material or materials. 

(c) (1) The Wage Stabilization Board shall be composed of fifteen members 
representative of the general public, labor, and business and industry. The 
principal office of the Board shall be in the District of Columbia, but the fune- 
tions of the Board may be performed by duly authorized regional boards. 

(2) The members of the Board shall be appointed by the President, by and 
with the advice and consent of the Senate. The President shall designate a 
Chairman and Vice Chairman of the Board from among the members representa- 
tive of the general public. 

(3) Each member representative of the general public shall receive compensa- 
tion at the rate of $15,000 a year, and while a member of the Board shall engage 
in no other business, vocation, or employment. Each member representative of 
labor, and each member representative of business and industry, shall receive 
$50 for each day he is actually engaged in the performance of his duties as a 
member of the Board, and in addition he shall be paid his actual and necessary 
travel and subsistence expenses in accordance with the Travel Expense Act of 
1949 while so engaged away from his home or regular place of business. The 
members representative of labor, and the members representative of business and 
industry, shall, in respect of their functions on the Board, be exempt from the 
operation of sections 281, 283, 284, 434, and 1914 of title 18 of the United States 
Code and section 190 of the Revised Statutes (5 U. 8S. C. 99). 

(4) Except insofar as stabilization of wages, salaries or other compensation is 
involved, the Board shall have no jurisdiction with respect to any labor dispute 
or with respect to any issue involved therein. Labor disputes, and labor matters 
in dispute, which do not involve the interpretation or application of wage stabiliza- 
tion regulations or policies shall be dealt with, if at all, insofar as the Federal 
Government is concerned, under the conciliation, mediation, emergency, or other 
provisions of laws heretofore or hereafter enacted by the Congress 

(5) The President may, notwithstanding any other provision of this title, 
authorize the continuation of the Salary Stabilization Board, the Railroad and 
Airline Wage Board, and the Construction Industry Stabilization Commission, 
and delegate such functions to them as he deems advisable. The members of 
these Boards shall be appointed by the President, by and with the advice and 
consent of the Senate. 

(d) Upon the activation of ceilings on prices and the stabilization of wages, 
salaries, or other compensation the operations of the Office of Price Stabilization, 
the Wage Stabilization Board, and any other agencies the President may create 
under this title, shall be under the supervision and control of an official appointed 
by the President, by and with the advice and consent of the Senate It shall be 
the express duty, obligation, and function of such official to coordinate the rela- 
tionship between prices and wages. 

Sec. 402. In the absence of the activation of ceilings on prices or the stabili- 
zation of wages, salaries, or other compensation it shall be the continuing func- 
tion of the Office of Price Stabilization and the Wage Stabilization Board to 
establish and maintain procedures for the study and evaluation of price and 
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wage trends; to make monthly reports to the Congress with respect to these 
and related matters, and any special reports that bear upon the proper adminis- 
tration of this title; to formulate and recommend to the President general policies 
and regulations relating to controls on prices and on wages, salaries, and other 
compensation; to consult with advisory committees with respect to price trends 
and the improvement of pricing ene which may be employed in future 
regulations; to draft for possible future use new and simplified regulations in- 
corporating improved techniques eee by such committees and prior ex- 
perience in the administration of controls; to conduct such protest and review 
proceedings as may be appropriate under sections 407 and 408 of the Defense 
Production Act of 1950, as amended; to complete promptly investigations of 
violations of regulations or orders relating to prices or to wages, salaries and 
other compensation arising under the Defense Production Act of 1950, as 
amended; to assist the Attorney General in the prosecution of any suits or 
actions based upon such violations; to furnish information and special reports 
at the request of the Bureau of Internal Revenue, the Federal Trade Com- 
mission, and the Department of Justice; to advise and consult with other gov- 
ernmental agencies concerning the pricing of materials required in the defense 
mobilization program; to maintain current rosters of qualified persons who 
would be available in the event of the activation of controls to agencies con- 
trolling prices and wages; and to devise and perfect the appropriate pattern 
of organization and procedures which would be required in the event it should 
become necessary to impose selective or general controls. 

Sec. 403. (a) (1) The President may issue regulations and orders establishing 
a ceiling or ceilings on the price, rental, commission, margin, rate, fee, charge, 
or allowance paid or received on the sale or delivery, or the purchase or receipt, 
by or to any person, of any material or service; and the President shall at the same 
time issue regulations and orders stabilizing wages, salaries, and other compensa- 
tion in accordance with the provisions of this section. 

(2) Action under this section may be taken either with respect to individual 
materials and services and to individual types of employment, or with respect to 
materials, services, and types of employment generally. Whenever any action 
is taken with respect to any particular material, service, or type of employment 
or with re ae ct to materials, services or types of employment generally, ceiling 
prices shall be fixed and the wages, salaries, and other compensation shall be stabil- 
ized at the level prevailing as of the close of business on the business day next 
preceding the day on which the action is taken. As soon thereafter as practicable 
(within a period of ninety days after the taking of such action, if possible, and 
within a period of six months after the taking of such action in any event) the 
President shall adjust such ceiling prices and such wages, salaries, and other com- 
pensation in the manner provided in subsection (c) of this section. 

(3) Whenever a ceiling has been imposed with respect to a particular material 
or service, the President shall stabilize wages, salaries, and other compensation 
in the industry or buen ess producing the material or performing the service. 


(4) Whenever ceilings on prices have been established on materials and serv- 
ices comprising a aaa stantial part of all sales at retail and materially affecting the 
cost of living, the President (i) shall impose ceilings on prices and services gen- 


erally, and (ii) shall stabilize wages, salaries, and other compensation generally. 

b) In stabilizing wages under this section, the President shall issue regulations 
prohibiting increases in wages, salaries, and other compensation which he deems 
would require an increase in rice ceilings or impose hardships or inequities on 
sellers operating under price ceilings. 

(c) So far as practicable, in exercising the authority conferred in this section, 
the President shall ascertain and give due consideration to comparable prices, 
rentals, commissions, margins, rates, fees, charges, and allowances, and to com- 
parable salaries, wages, or other compensation, which he finds to be representative 
of those prevailing during the period from , to 
inclusive, or, in case none prevailed during this period or if those prevailing during 
this period were not generally representative because of abnormal or seasonal 
market conditions or other cause, then those prevailing on the nearest date on 
which, in the judgment of the President, they are generally representative. The 
President shell also give due consideration to the national effort to achieve maxi- 
mum production in furtherance of the objectives of this Act. In determining 
and adjusting ceilings on prices with respect to materials and services, he shall 
give due consideration to such relevant factors as he may determine to be of 
general applicability in respect of such material or service, including the following: 
Spec aaaive fluctuations, general increases or decreases in cost or production, 
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distribution, and transportation, and general increases or decreases in profits 
earned by sellers of the material or by persons perforn 
to E but no such ceilings shall be estal 


service, sul seq ut 


for the purpose of 











controlling profits In stabilizing and adjusting wa , salaries, or other cor 
pensation, the President shall give due consideration to such relevant tors as 
he may determine to be of general applicability in respect of such wages, salaries, 
or other compensation, Anv regulation or order under this title shall be 

in the judgment of the President will be generally fair and equitablk d will 
effectuate the purposes of this title, and shall be accompanied | a statement of 
considerations involved in the issuance of such regulation or order The Pr 
dent in establishing and adjusting ceilings with respect to materials and set 

and in stabilizing and adjusting wages, salaries, and other ¢ me 

make such adjustments as he deems necessary to prevent correct hards 


inequities 

(d) (1) Regulations and orders issued under this title shall apply regardless of 
any obligation heretofore or hereafter incurred, except as provided in this sub- 
section; but the President shall make appropriate provision to prevent hardships 
and inequities to sellers who have bona fide contracts in effect on the date of 
issuance of any such regulation or order for future delivery of materials in which 
seasonal demands or normal business practices require contracts for future 
delivery. 

(2) Except as otherwise provided in this section, no wage, salary, or other 
compensation shall be stabilized at less than that paid during the period from 

a , inclusive; no regulation or order shall be 
issued or remain in effect under this title which prohibits the payment or receipt 
of hourly wages at a rate of $1 per hour or less; and no action shall be taken under 
authority of this title with respect to wages, salaries, or other compensation which 
is inconsistent with the provisions of the Fair Labor Standards Act of 1938, as 
amended, or the Labor Management Relations Act, 1947, or any other law of the 
United States. 

(e) In order to carry out the objectives of this title, the President may en- 
courage and promote voluntary action by business, agriculture, labor, and con- 
sumers. In proceeding under this subsection the President may exercise the 
authority to approve voluntary programs and agreements conferred on him under 
section 707, and may utilize the services of persons and agencies as provided in 
section 712. 

Sec. 404. Except as otherwise provided in section 403 

(a) No ceiling shall be established or maintaine ; for any agricultural commodity 
below the highest of the following prices: (1) The parity price for such commodity, 
as determined by the Secretary of Agriculture in mooi unce with the Agricultural 
Adjustment Act of 1938, as amended, and adjusted by the Secretary of Agriculture 
for grade, location, and seasonal differentials, or (2) the highest price received by 
producers during the period from to , inclusive, 
as determined by the Secretary of Agriculture and acninen by the Secretary of 
Agriculture for grade, location, and seasonal differentials, or (3) in the case of any 
commodity for which the market was not active during the cated : 
to , inclusive, the average price received by producers during the 
most recent representative period prior to , In which the market 
for such commodity was active as determined and adjusted by the Secretary of 
Agriculture to a level in line with the level of prices received by producers for 
agricultural commodities generally during the period » to 

, inclusive, and adjusted by the Secretary for grade, location, 
and seasonal differentials, or (4) in the case of fire-cured tobacco a price (as 
determined by the Secretary of Agriculture and adjusted for grade differentials 
equal to 75 per centum of the parity price of Burley tobacco or the corresponding 
crop, and in the case of dark air-cured tobacco and Virginia sun-cured tobacco, 
respectively, a price (as determined by the Secretary of Agriculture and adj usted 
for grade. differentials) equal to 6633 per centum of the parity price of Burley 
tobacco of the corresponding crop. 

(b) No ceilings shall be established or maintained hereunder for any com- 
modity processed or manufactured in whole or substanial part from any agricul- 
tural commodity below a price which will reflect to producers of such agricultural 
commodity a price for such agricultural commodity equal to the highest price 
therefor specified in this subsection: Provided, That in establishing and maintain- 
ing ceilings on products resulting from the processing of agricultural commodit 
including livestock, a generally fair and equitable margin shall be allowed for 
such processing; and equitable treatment shall be accorded to all such processors. 
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(ec) Whenever a ceiling has been established under this title with respect to 
any agricultural commodity, or any commodity processed or manufactured in 
whole or in substantial part therefrom, the President from time to time shall 
adjust such ceiling in order to make appropriate allowance for substantial reduc- 
tion in merchantable crop yields, unusual increases in costs of production, and 
other factors which result from hazards occurring in connection with the produc- 
tion and marketing of such agricultural commodity; and in establishing the ceiling 
(1) for anv agricultural commodity for which the 1953 marketing season com- 
menced prior to the enactment of this act and for which different areas have 
different periods of marketing during such season or (2) for any agricultural 
commodity produced for the same general use as a commodity described in (1), 
the President shall give due consideration to affording equitable treatment to all 
producers of the commodity for which the ceiling is being established. 

d) Nothing contained in this act shall be construed to modify, repeal, supersede, 
or affect the provisions of either (1) the Agricultural Act of 1949, as amended, or 
(2) the Agricultural Marketing Agreement Act of 1937, as amended, or to inval- 
idate any marketing agreement, license, or order, or any provision thereof or 
amendment thereto, heretofore or hereafter made or issued under the provisions 
of the Agricultural Marketing Agreement Act of 1937, as amended. 

(e) Ceiling prices to producers for milk used for distibution as fluild milk in 
any marketing area not under a marketing agreement, license, or order issued 
under the Agricultural Marketing Agreement Act of 1937, as amended (here- 
inafter referred to as a non-Federal marketing area), shall not be less than (1) 
parity prices for such milk, or (2) prices which in any such area will bear the 
same ratio to the simple average of the prices payable to producers for milk used 
for distribution as fluild milk in all Federal marketing areas as the prices for fluid 
milk in the non-Federal marketing area bore to the average of the prices for such 
milk in all Federal marketing areas on ; 

(f) For the purposes of this section, the parity price of any agricultural com- 
modity as of any date shall be the parity price of such commodity as of the begin- 
ning of the then current marketing year or season for the commodity, except 
that, in the event that the marketing year or season then current commenced 
prior to May 1, 1953, such parity price as of any date during such year or season 
shall be the parity price for the commodity published by the Secretary of Agri- 
culture on April 29, 1953. The marketing year or season for a commodity shall 
be determined by the Secretary of Agriculture; and, in the case of a commodity 
which the Secretary determines is not marketed on a marketing year or season 
basis, shall be the calendar year. 

Sec. 405. (a) The authority conferred by this title shall not be exercised with 
respect to the following: 

(1) Prices or rentals for real property; 

(2) Rates-or fees charged for professional services; wages, salaries, and other 
compensation paid to physicians employed in a professional capacity by licensed 
hospitals, clinics, and like medical institutions for the care of the sick or disabled; 
wages, salaries, and other compensation paid to attorneys licensed to practice 
law employed in a professional capacity by an attorney or firm of attorneys 
engaged in the practice of his or their profession; wages, salaries, and other 
compensation paid to professional engineers employed in a professional capacity ; 
wages, salaries, and other compensation paid to professional architects employed 
in a professional capacity by an architect or firm of architects engaged in the 
practice of his or their profession; and wages, salaries, and other compensation 
paid to certified public accountants licensed to practice as such employed in a 
professional capacity by a certified public accountant or firm of certified public 
accountants engaged in the practice of his or their profession; 

(3) Prices or rentals for (A) materials furnished for publication by any press 
association or feature service, or (B) books, magazines, motion pictures, periodicals, 
or newspapers, other than as waste or scrap; or rates charged by any person in the 
business of operating or publishing a newspaper, periodical, or magazine, or 
operating a radio-broadcasting or television station, a motion-picture or other 
theater enterprise, or outdoor advertising facilities; 

(4) Rates charged by any person in the business of selling or underwriting 
insurance; 

(5) (A) Rates and charges by any common carrier or other public utility, 
including rates charged by any person subject to the Shipping Act, 1916 (Public 
Law 260, Sixty-fourth Congress), as amended, and including compensation for 
the use by others of a common carrier’s cars or other transportation equipment, 
charges for the use of washroom and toilet facilities in terminals and stations, 





ar 
ot 
co 
m 
pl 
pe 
pr 
tr 
at 
at 
fo 
Is 
be 
Co 
or 
su 


ju 


in 
ut 


ol 
ti 
pl 
A 
Ww 

bi 


fo 


ni 
ri 
er 


t to 
1 in 
hall 
luc 
and 
luc- 
ling 
om 
lave 
ural 
(1), 
» all 


ede, 
1, or 
val 
f or 


1Ons 


k in 
sued 
ere- 
| (1) 
the 
used 
fluid 
such 


‘Om- 
zin- 
cept 
need 
Ason 
\gri- 
shall 
dity 
ason 


with 


ther 
nsed 
pled; 
ctice 
neys 
ther 
city ; 
rved 

the 
ition 
in a 
iblic 


ress 
cals, 
i the 
» OF 
yther 


iting 


lity, 
ublic 
1 for 
ent, 
ions, 


STANDBY ECONOMIC CONTROLS 15 


and charges for repairing cars or other transportation equipment owned by 
others; charges for the use of parking facilities operated by common carriers in 
connection with their common carrier operations; and (B) charges paid by com- 
mon carriers for the performance of a part of their transportation services to the 
public, including the use of cars or other transportation equipment owned by a 
person other than a common carrier, protective service against heat or cold to 
property transported or to be transported, and pickup and delivery and local 
transfer services: Provided, That no common carrier or other public utility shall 
at any time after the President shall have issued any stabilization regulations 
and orders under subsection (a) of section 403 make any increase in its charges 
for property or services sold by it for resale to the public, for which application 
is filed after the date of issuance of such stabilization regulations and orders, 
before the Federal, State, or municipal authority, if any, having jurisdiction to 
consider such increase, unless it first gives thirty days’ notice to the President, 
or such agency as he may designate, and consents to timely intervention by 
such agency before the Federal, State, or municipal authority, if any, having 
jurisdiction to consider such increase: And provided further, That the Office of 
Price Stabilization or its suecessor shall not intervene in any case involving 
increases in rates or charges proposed by any common carrier or other public 
utility except as provided in the preceding proviso; 

(6) Margin requirements on any commodity exchange; 

(7) Prices charged and wages paid for services performed by barbers and 
beauticians; 

(8) Rates, fees, and charges for materials or services supplied directly by the 
States, Territories, and possessions of the United States, and their political sub- 
divisions and municipalities, the District of Columbia, and any agency of any of 
the foregoing; 

(9) Wages, salaries, or other compensation of persons employed in small- 
business enterprises as defined in this paragraph: Provided, however, That the 
President may from time to time exclude from this exemption such enterprises 
on the basis of industries, types of business, occupations, or areas, if their exe mp- 
tion would be unstabilizing with respect to wages, salaries, or other compensation, 
prices, or Manpower, or would otherwise be contrary to the purposes of this Act. 
A small-business enterprise, for the purpose of this paragraph, is any enterprise in 
which a total of eight or less persons are employed in all its establishments, 
branches, units, or affiliates; 

(10) Prices charged and wages paid by bowling alleys; 

(11) Wages paid for agricultural labor 

(b) The President, in or by any regulation or order, may provide exemptions 
for any materials or services, or transactions therein, or types of employment, 
with respect to which he finds that (1) such exemption is necessary to promote the 
national defense; or (2) it is unnecessary that ceilings be applicable to such mate- 
rials or services, or transactions therein, or that compensation for such types of 
employment be stabilized, in order to effectuate the purposes of this title. 

(c) The powers granted in this title shall not be used or made to operate to 
compel changes in the business practices, cost practices or method, or means or 
aids to distribution, established in any industry, except where such action is 
affirmatively found by the President to be necessary to prevent circumvention 
or evasion of any regulation, order, or requirement under this title. 

(d) Nothing in this title shall be construed (1) as authorizing the elimination 
or any restriction of the use of trade and brand names; (2) as authorizing the 
President to require the grade labeling of any materials; (3) as authorizing the 
President to standardize any materials or services, unless the President shall de- 
termine, with respect to such standardization, that no practicable alternative 
exists for securing effective price control with respect to such materials or services; 
or (4) as authorizing any order of the President establishing price ceilings for 
different kinds, classes, or types of material or service, which are described in 
terms of specifications or standards, unless such specifications or standards were, 
prior to such order, in general use in the trade or industry affected, or have 
previously been promulgated and their use lawfully required by another Govern- 
ment agency. 

(e) No rule, regulation, or order issued under this title shall require any seller 
of materials at retail to limit his sales with reference to any highest price line 
offered for sale by him at any prior time. 

(f) Where the sale or delive ‘ry of a material or service makes the person selling 
or delivering it liable for a State or local gross receipts tax or gross income tax, he 
may receive for the material or service involved, in addition to the ceiling price. 
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(1) an amount equal to the amount of all such State and local taxes for which the 
transaction makes him liable, or (2) 1 cent, whichever is greater. For the purposes 
of the preceding sentence, the amount of tax liability shall be computed on shipping 
units at the ceiling price, and a fractional part of a cent in the amount of tax 
liability shall be disregarded unless it amounts to one-half cent or more, in which 
case it shall be increased to 1 cent 

(zg) No rule, regulation, order, or amendment thereto issued under this title 
shall fix a ceiling on the price paid or received on the sale or delivery of any material 
in any State below the minimum sales price of such material fixed by the State law 


(other than any so-called “fair trade law’’) now in effect, or by regulation issued 
pursuant to such lav 

Sec. 406. In carrying out the provisions of this title, the President shall, so far 
as practicable, advise and consult with, and establish and utilize committees of, 
representatives of persons substantially affected by regulations or orders issued 
} 


hereunder 

Sec. 407. (a) It shall be unlawful, regardless of any obligation heretofore or 
hereafter entered into, for any person to sell or deliver, or in the regular course of 
business or trade to buy or receive, any commodity or service, or otherwise to'do 
or omit to do any act, in violation of this title or of any regulation, order, or 
requirement issued thereunder, or to offer, solicit, attempt or agree to do any of 
the foregoing. The President shall also prescribe the extent to which any pay- 
ment made, either in money or property, by any person in violation of any such 
regulation, order, or requirement shall be disregarded by the executive departments 
and other governmental agencies in determining the costs or expenses of any such 
person for the purposes of any other law or regulation, including bases in deter- 
mining gain for tax purposes. 

b) No employer shall pay, and no employee shall receive, any wage, salary, or 
other compensation in contravention of any regulation or order promulgated under 
this title. The President shall also prescribe the extent to which any wage, salary, 
or compensation payment made in contravention of any such regulation or order 
shall be disregarded by the executive departments and other governmental agencies 
in determining the costs or expenses of any employer for the purposes of any other 
law or regulation. 

Sec. 408. Nothing in this title shall be construed to require any person to sell 
any material or service, or to perform personal services, 

Sec. 409. (a) At any time within six months after the effective date of any 
regulation or order relating to price controls under this title, or, in the case of new 
grounds arising after the effective date of any such regulation or order, within six 
months after such new grounds arise, any person subject to any provision of such 
regulation or order may, in accordance with regulations to be prescribed by the 
President, file a protest specifically setting forth objections to any such provision 
and affidavits. or other written evidence in support of such objections. State- 
ments in support of any such regulation or order may be received and incorporated 
in the transcript of the proceedings at such times and in accordance with such 
regulations as may be prescribed by the President. Within a reasonable time 
after the filing of any protest under this section, but in no event more than thirty 
days after such filing, the President shall either grant or deny such protest in 
whole or in part, notice such protest for hearing, or provide an opportunity to 
present further evidenee in connection therewith. In the event that the President 
denies any such protest in whole or in part, he shall inform the protestant of the 
grounds upon which such decision is based, and of any economic data and other 
facts of which the President has taken official notice. 

(b) In the administration of this title, the President may take official notice 
of economic data and other facts, including facts found by him as a result of action 
taken under section 708 of this Act. 

(c) Any proceedings under this section may be limited by the President to the 
filing of affidavits, or other written evidence, and the filing of briefs: Provided, 
however, That upon the request of the protestant, any protest filed in accordance 
with subsection (a) of this section shall, before denial in whole or in part, be con- 
sidered by a board of review consisting of one or more officers or employees of 
the United States designated by the President in accordance with regulations to 
be promulgated by him. Such regulations shall provide that the board of review 
may conduct hearings and hold sessions in the District of Columbia or in any 
other place, as a board, or by subcommittees thereof, and shall provide that, upon 
the request of the protestants and upon a showing that material facts would be 
adduced thereby, subpenas shall issue to procure the evidence of persons, or the 
production of documents, or both. The President shall cause to be presented to 
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the board such evidence, including economic data, in the form of affidavits or 
otherwise, as he deems appropriate in support of the provision against which the 
protest is filed The protestant shall be accorded an opportunity to present 
rebuttal evidence in writing and oral argument before the board and the board 
shall make written recommendations to the President. The protestant shall be 
informed of the recommendations of the board and, in the event that the President 
rejects such recommendations in whole or in part, shall be informed of the reasons 
for such rejection. 

(d) Any protest filed under this section shall be granted or denied by the 
President, or granted in part and the remainder of it denied within a reasonable 
time after it is filed Any protestant who is aggrieved by undue delay on the 
part of the President in disposing of his protest may petition the Emergency 
Court of Appeals for relief; and such court shall have jurisdiction by appropriate 
order to require the President to dispose of such protest within such time as may 
be fixed by the court If the President does not act finally within the time fixed 
by the court, the protest shall be deemed to be denied at the expiration of that 
period 

Src, 410, (a) Any person who is aggrieved by the denial or partial denial of his 
protest may, within thirty days after such denial, file a complaint with the hmer- 
geney Court of Appeals specifying his objections and praying that the regulation 
or order protested be enjoined or set aside in whole or in part A copy of such 
complaint shall forthwith be served on the President, who shall certify and file 
with such court a transcript of such portions of the proceedings in connection with 
the protest as are material under the complaint. Such transcript shall include a 
statement setting forth, so far as practicable, the economic data and other facts 
of which the President has taken official notice. Upon such filing, the court shall 
have exclusive jurisdiction of the proceeding and of all questions determit ed 
therein, and shall have power to grant such temporary relief or restraining order 
as it deems just and proper; to permanently enjoin or set aside, in whole or in 
part, the regulation or order or the amendment of or supplement to the regula 
tion or order protested; to make and enter upon the pleadings, evidence, testi- 
mony, and proceedings set forth in such transcript a decree enforeing, modifying, 
and enforcing as so modified, or setting aside in whole or in part the order of the 
President; to dismiss the petition; or to remand the proceeding to the President 


for further action in accordance with the court’s decree: Provided, That the 
regulation or order may be modified or rescinded by the President at any time 
notwithstanding the pendency of such complaint. No objection to such regulation 


or order, and no evidence in support of any objection thereto, shall be considered 
by the court, unless such objection shall have been set forth by the complainant 


in the protest or such evidence shall be contained in the transcript. The findings 
of the President with respect to questions of fact, if supported by substantial 
evidence on the record considered as a whole, shall be conclusive. If application 


is made to the court by either party for leave to introduce additional evidence 
which was either offered to the President and not admitted, or which could not 
reasonably have been offered to the President or ineluded by the President in such 
proceedings, and the court determines that such evidence should be admitted, 
the court shall order the evidence to be presented to the President. The President 
shall promptly receive the same, and such other evidence as he deems necessary 
or proper, and thereupon he shall certify and file with the court a transcript 
thereof and any modification made in the regulation or order as a result thereof; 
except that on request by the President, any such evidence shall be presented 
directly to the court. 

(b) The Emergeney Court of Appeals is hereby continued for the purpose of 
the exercise of the jurisdiction granted by this title, with the powers herein speci- 
fied, together with the powers heretofore granted by law to such court which are 


not inconsistent with the provisions of this title. The court shall have the powers 
of a district court. with respect to the jurisdiction conferred on it by this title. So 
far as necessary to decision, the court shall decide all relevant questions of law, 
interpret constitutional and statutory provisions, and interpret the meaning or 
applicability of the terms of any official action under this title or under this Act, 
as amended, of which this title is a part and with respect to this title. The court 


shall exercise its powers and prescribe rules governing its procedure in such man- 
ner as to expedite the determination of cases of which it has jurisdiction under 
this title 

(c) Within thirty days after entry of a judgment or order, interlocutory or final, 
by the Emergency Court of Appeals, a petition for a writ of certiorari may be filed 
in the Supreme Court of the United States, and thereupon the judgment or order 
shall be subject to review by the Supreme Court in the same manner as a judgment 
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of a United States court of appeals as provided in section 1254 of title 28, United 
States Code. » Supreme Court shall advance on the docket and expedite the 
disposition of all cases filed therein pursuant to this subsection. The Emergency 
Court of Appeals, and the Supreme Court upon review of judgments and orders 
of the Emergency Court of Appeals, shall have exclusive jurisdiction to determine 
the validity of any such regulation or order issued under this title. Except as 
provided in this section, no court, Federal, State, or Territorial, shall have juris- 
diction or power to consider the validitv of any such regulation or order, or to 
stay, restrain, enjoin, or set aside, in whole or in part, any provision of this Act 
authorizing the issuance of such regulations or orders, or any provision of any such 
regulation or order, or to restrain or enjoin the enforcement of any such provision. 

(d) Within thirty days after arraignment, or such additional time as the court 
may allow for good cause shown, in any criminal proceeding, and within five days 
after judgment in any civil or criminal proceeding, brought pursuant to section 
411 or 709 of this Act, or section 371 of title 18, United States Code, involving 
alleged violation of any provision of any such regulation or order, the defendant 
may apply to the court in which the proceeding is pending for leave to file in the 
Emergency Court of Appeals a complaint against the President setting forth 
objections to the validity of any provision which the defendant is alleged to have 
violated or conspired to violate. The court in which the proceeding is pending 
shall grant such leave with respect to any objection which it finds is made in good 
faith and with respect to which it finds there is reasonable and substantial excuse 
for the defendant’s failure to present such objection in a protest filed in accordance 
with section 409 of this title. Upon the filing of a complaint pursuant to and 
within thirty days from the granting of such leave, the Emergeney Court of 
of Appeals shall have jurisdiction to enjoin or set aside in whole or in part the 
provision of the regulation or order complained of or to dismiss the complaint 
The court may authorize the introduction of evidence, either to the President or 
directly to the court, in accordance with subsection (a) of this section. The 
provisions of subsections (b) and (c) of this section shall be applicable with 
respect to any proceeding instituted in accordance with this subsection. 

(e) In any proceeding brought pursuant to section 411 or 709 of this Act, or 
section 371 of title 18, United States Code, involving an alleged violation of any 
provision of any such regulation or order, the court shall stay the proceeding 

(1) during the period within which a complaint may be filed in the Emer- 
gency Court of Appeals pursuant to leave granted under subsection (d) of 
this section with respect to such provision; 

(2) during the pendency of any protest properly filed by the defendant 
under section 409 of this title prior to the institution of the proceeding under 
section 411 or 709 of this Act, or section 371 of title 18, United States Code, 
setting forth objections to the validity of such provision which the court finds 
to have been made in good faith; and 

(3) during the pendency of any judicial proceeding instituted by the de- 
fendant under thls section with respect to such protest or instituted by the 
defendant under subsection (d) of this section with respect to such provision, 
and until the expiration of the time allowed in this section for the taking of 
further proceedings with respect thereto. 

(4) Notwithstanding the provisions of this subsection, stays shall be 
granted thereunder in civil proceedings only after judgment and upon appli- 
cation made within five days after judgment. Notwithstanding the provi- 
sions of this subsection, in the case of a proceeding under section 411 or 709 
of this Act, the court granting a stay under this subsection shall issue a tem- 
porary injunction or restraining order enjoining or restraining, during the 
period of the stay, violations by the defendant of any provision of the regula- 
tion or order involved in the proceeding. If any provision of a regulation 
or order is determined to be invalid by judgment of the Emergency Court 
of Appeals which has become effective, any proceeding pending in any court 
shall be dismissed, and any judgment in such proceeding vacated, to the 
extent that such proceeding or judgment is based upon violation of such 
provision. Except as provided in this subsection, the pendency of any 
protest under section 409 of this title, or judicial proceeding under this 
section, shall not be grounds for staying any proceeding brought pursuant 
to section 411 or 709 of this Act, or section 371 of title 18, United States 
Code; nor, except as provided in this section, shall any retroactive effect be 
given to any judgment setting aside a provision of a regulation or order 
issued under this Act 
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Sec. 411. (a) Whenever in the judgment of the President any person has 
engaged or is about to engage in any acts or practices which constitute or will 
constitute a violation of any provision of section 407 of this title, he may make 
application to any district court of the United States or any United States court 
of any Territory or other place subject to the jurisdiction of the United States for 
an order enjoining such acts or practices, or for an order enforcing compliance 
with such provision, and upon a showing by the President that such person has 
engaged or is about to engage in any such acts or practices a permanent or tempo 
rary injunction, restraining order, or other order, with or without such injunction 
or restraining order, shall be granted without bond 

(b) Any person who willfully violates any provision of section 407 of this title 
shall be guilty of a misdemeanor and shall, upon conviction thereof, be subject to 
a fine of not more than $10,000, or to imprisonment for not more than one year, or 
both. Whenever the President has reason to believe that any person is liable to 
punishment under this subsection, he may certify the facts to the Attorney 
General, who may, in his discretion, cause appropriate proceedings to be brought. 

(c) If any person selling any material or service violates a regulation or order 
prescribing a ceiling or ceilings, the person who buys such material or service for 
use or consumption other than in the course of trade or business may, within one 
year from the date of the occurrence of the violation, except as hereinafter pro 
vided, bring an action against the seller on account of the overcharge In any 
action under this subsection, the seller shall be liable for reasonable attorney’s 
fees and costs as determined by the court, plus whichever of the following sums is 
greater: (1) such amount not more than three times the amount of the overcharge, 
or the overcharges, upon which the action is based as the court in its discretion 
may determine, or (2) an amount not less than $25 nor more than $50 as the 
court in its discretion may determine: Provided, however, That such amount shall 
be the amount of the overcharge or overcharges if the defendant proves that the 
violation of the regulation or order in question was neither willful nor the result 
of failure to take practicable precautions against the occurrence of the violation 
For the purposes of this section the word “‘overcharge”’ shall mean the amount by 
which the consideration exceeds the applicable ceiling. If any person selling any 
material or service violates a regulation or order prescribing a ceiling or ceilings 
and the buyer either fails to institute an action under this subsection Within 
thirty days from the date of the occurrence of the violation or is not entitled for 
any reason to bring the action, the President may institute such action on behalf 
of the United States within such one-year period, or compromise with the seller 
the liability which might be assessed against the seller in such an action. If such 
action is instituted, or such liability is compromised by the President, the buyer 
shall thereafter be barred from bringing an action for the same violation or 
violations. 

(d) Any action under subsection (c) by either the buyer or the President, as 
the case may be, may be brought in any court of competent jurisdiction. A judg- 
ment in an action for damages, or a compromise, under subsection (c) shall be a 
bar to the recovery under that subsection of any damages in any other action 
against the same seller on account of sales made to the same purchaser prior to the 
institution of the action in which such judgment was rendered, or prior to such 
compromise. The President may not institute any action under subsection (c) 
on behalf of the United States 

(1) if the violation arose because the person selling the material or service 
acted upon and in accordance with the written advice and instructions of the 
President or any official authorized to act for him; or 

(2) if the violation arose out of the sale of any material or service to any 
agency of the Government, and such sale was made pursuant to the lowest 
bid made in response to an invitation for competitive bids 

(e) The President shall also prescribe the extent to which any payment made 
by way of fine pursuant to subsection (b) of this section, or any payment made to 
the United States or to any buyer in compromise or satisfaction of any liability 
or of any right of action, suit, or judgment, authorized pursuant to subsection (c) 
of this section for selling any material or service, in violation of a regulation or 
order providing a ceiling or ceilings, shall be disregared by the executive depart- 
ments and other governmental agencies in determining the costs or expenses of 
any such person for the purposes of any other law or regulation 

(f) The term ‘court of competent jurisdiction’? as used in this section shall 
mean any Federal court of competent jurisdiction regardless of the- amount in 
controversy and any State or Territorial court of competent jurisdiction. 
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Sec. 412. In carrying out the provisions of this title, the President shall, so far 
as practicable, advise and consult with, and establish and authorize committees of, 
representatives of persons substantially affected by regulations or orders issued 
hereunder 

Sec. 413. Before initially issuing any regulation or order controlling prices or 
wages, salaries or other compensation authorized by this title, the President, after 
consulting the National Advisory Council, by Executive order shall find and 
declare that the exercise of any such authority is necessary in the interest of 
national security or economic stability; and in any event before imposing controls 
generally under this title, the President, after consulting the National Advisory 
Council with respect thereto, shall by Executive order make a similar finding and 
declaration. 

Sec. 414. It is hereby declared to be the policy of the Congress that price and 
wage controls, if activated, shall be terminated as soon thereafter as possible 
consistent with the policies and purposes set forth in this Act; and that the 
President shall suspend price and wage controls in the case of any material or 
service or type of employment where such factors as condition of supply, existence 
of below ceiling prices, historical volatility of prices, wage pressures and wage 
relationships, or relative importance in relationship to business costs or living 
costs will permit, and to the extent that such action will be consistent with the 
avoidance of a cumulative and dangerous unstabilizing effect. It is further the 
policy of the Congress that when the President finds that the termination of the 
suspension and the restoration of ceilings on the sales or charges for such material 
or service, or the furcher stabilization of such wages, salaries, and other compensa- 
tion, or both, is necessary in order to effectuate the purposes of this Act he shall 
by regulation or order terminate the suspension. 

Sec. 415. In the administration of this title, the President may suspend any 
requirements with respect to the furnishing of reports or other information relat- 
ing to sales of materials or services at prices which are below ceiling, if such person 
certifies to the President that such sales were made at such prices. 


TITLE V—RENT CONTROL 


Src. 501. Subsection (e) of section 4 of the Housing and Rent Act of 1947, as 
amended, is amended by striking out “at the close of April 30, 1953” and inserting 
in lieu thereof ‘‘upon the expiration of title V of the Emergency Stabilization Act 
of 1953” 

Src. 502. Subsection (f) of section 204 of the Housing and Rent Act of 1947, as 
amended, is amended by adding at the end thereof the following new paragraph: 

(5) (A) Notwithstanding any provision of paragraph (1) of this subsec- 

tion, the provisions of this title shall remain in force after April 30, 1953, on a 
standby basis for the fixing of maximum rents 
‘‘(j) in the areas described in subparagraph (1) (B) and (C) of this 
subsection in which maximum rents were in effect on April 30, 1953, and 
‘‘(ii) in any area which prior to or subsequent to April 30, 1953, is 
certified under subsection (1) of section 204 of this Act as a critical 
defense housing area; 
but before initially invoking any authority granted by this title II as to areas 
in (i) or (ii), or both, the President, after consulting the National Advisory 
Council, by Executive order shall find and declare that the exercise of any 
power conferred in this title II is necessary in the interest of national security 
or economic stability. 

““(B) In the case of housing accommodations for which a maximum rent 
is established or reestablished pursuant to subparagraph (A) of this paragraph, 
the maximum rent shall be the maximum rent in effect on April 30, 1953, for 
such housing accommodations under Federal rent control plus or minus 
applicable adjustments; or, if no maximum rent was in effect for such housing 
accommodations on such date, the maximum rent shall be the rent generally 
prevailing for comparable controlled housing accommodations within such 
area, plus or minus applicable adjustments.” 

Suc. 503. Section 204 of the Housing and Rent Act of 1947, as amended, is 
amended by adding at the end thereof the following new subsection: 

“(r) Regulations or orders under this title I] shall be subject to the same pro- 
ceedings for protest and review as are provided for regulations or orders relating 
to price controls by sections 409 and 410 of the Emergency Stabilization Act of 
1953.” 
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TITLE VI—CONTROL OF CONSUMER AND REAL ESTATE CREDIT 


THIS TITLE AUTHORIZES THE REGULATION OF CONSUMER CREDIT AND REAL ESTATE 
CONSTRUCTION CREDIT ONLY 


Sec. 601. To assist in carrying out the objectives of this Act, the Board of 
Governors of the Federal Reserve System is authorized, notwithstanding the 
provisions of Public Law 386, Eightieth Congress (61 Stat. 921), to exercise 
consumer credit controls in accordance with and to carry out the provisions of 
Executive Order Numbered 8843 (August 9, 1941) until such time as the President 
determines that the exercise of such controls is no longer necessary, but in no 
event beyond the date on which this section terminates 

Sec. 602. (a) To assist in carrying out the purposes of this act, the President 
is authorized from time to time to prescribe regulations with respect to such kind 
or kinds of real estate construction credit which thereafter may be extended as, 


in his judgment, it is necessary to regulate in order to prevent or reduce excessive 
or untimely use of or fluctuations in such credit. Such regulations may, among 


other things, prescribe maximum loan or credit values, minimum down payments 


in cash or property, trade-in or exchange values, maximum maturities, maximum 
amounts of credit, rules regarding the amount, form, and time of various payments, 
rules against anv credit in sper ified circumstances, rules regarding consolidatior 7 


renewals, revisions, transfers, or assignments of credit, and rules regarding other 


similar or related matters. Such regulations may classify persons and transactions 
and may apply different requirements thereto, and may include such adminis- 
trative provisions as in the judgment of the President are reasonably necessary 


in order to effectuate the purposes of this section or to prevent evasions thereof 

In prescribing and suspending such regulations, including changes from time 
to time to take account of changing conditions, the President shall consider 
among other factors, (1) the level and trend of real estate construction credit and 
the various kinds thereof, (2) the effect of the use of such credit upon i pure hasing 
power and (ii) demand for real property and improvements thereon and for other 
goods and services, (3) the need in the national economy for the maintenance of 
sound credit conditions, and (4) the needs for increased defense productio 

(b) No person shall extend or maintain any real estate construction credit, or 
renew, revise, consolidate, refinance, purchase, sell, discount, or lend or borrow 
on, any obligation arising out of any such credit, or arrange for any of the fore- 
going, in contravention of any regulation prescribed by the President pursuant 
to this section Any person who extends or maintains any such credit, or renews, 
revises, consolidates, refinances, purchases, sells, discounts, or lends, or borrows 
on, any obligation arising out of any such credit, or arranges for any of the fore 
going, shall make, keep, and preserve for such periods, such accounts, correspond- 
ence, memoranda, papers, books, and other records, and make such reports, 
under oath or otherwise, as the President may by regulation require as necessary 
or appropriate in order to effectuate the purposes of this section; and such accounts, 
correspondence, memoranda, papers, books, and other records shall be subject 
at any time to such reasonable periodic, special, or other examiyations by examin- 
ers or other representatives of the President as the President may deem neces- 
sary or appropriate. The requirements of this section apply whether a person is 
acting as principal, agent, broker, vendor, or otherwise. 

(ec) To assist in carrying out the purposes of this section, the President by 
regulation may require transactions or persons or classes thereof subject to this 
section to be registered; and, after notice and opportunity for hearing, the Presi- 
dent by order may suspend any such registration for violation of this section or 
any regulation prescribed by the President pursuant to this section. The provi- 
sions of section 25 of the Securities Exchange Act of 1934, as amended, shall apply 
in the case of any such order of the President in the same manner that such 
provisions apply in the case of orders of the Securities and Exchange Commission 
under that Act. In carrying out this section, the President may act through and 
may utilize the services of the Board of Governors of the Federal Reserve System, 
the Federal Reserve banks, and any other agencies, Federal or State, which are 
available and appropriate. 

(d) For the purposes of this section, unless the context otherwise requires, the 
following terms shall have the following meanings, but the President may in his 
regulations further define such terms and, in addition, may define technical, trade, 
accounting, and other terms, insofar as any such definitions are not inconsistent 
with the provisions of this section: 
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(1) “Real estate construction credit’? means any credit which (i) is wholly or 
partly secured by, (ii) is for the purpose of purchasing or carrying, (iii) is for the 
purpose of financing, or (iv) involves a right to acquire or use, new construction on 
real property or real property on which there is new construction. As used in this 
paragraph the term “‘new construction’? means any structure, or any major addi- 
tion or major improvement to a structure, which has not been begun before 

As used in this paragraph the term ‘‘real property’’ includes lease- 
hold and other interests therein. Notwithstanding the foregoing provisions of 
this paragraph, the term ‘‘real estate construction credit’’ shall not include any 
loan or loans made, insured, or guaranteed by any department, independent estab- 
lishment, or agency in the executive branch of the United States, or by any wholly 
owned Government corporation, or by any mixed ownership Government corpora- 
tion as defined in the Government Corporation Control Act, as amended 

2) ‘“‘Credit’’ means any loan, mortgage, deed of trust, advance, or discount; 
any conditional sale contract; any contract to sell or sale or contract of sale, of 
property or services, either for present or future delivery, under which part or 
all of the price is payable subsequent to the making of such sale or contract; 
any rental-purchase contract, or any contract for the bailment, leasing, or other 
use of property under which the bailee, lessee, or user has the option of becoming 
the owner thereof, obligates himself to pay as compensation a sum substantially 
equivalent to or in excess of the value thereof, or has the right to have all or part 
of the payments required by such contract applied to the purchase price of such 
property or similar property; any option, demand, lien, pledge, or similar claim 
against, or for the delivery of property or money; any purchase, discount, or other 
acquisition of, or any credit under the security of, any obligation or claim arising 
out of any of the foregoing; and any transaction or series of transactions having a 
similar purpose or effect. 

Sec 603. Any person who willfully violates any provision of section 601, 602, 
or 605 or any regulation or order issued thereunder, upon conviction thereof, shall 
be fined not more than $5,000 or imprisoned not more than one year, or both. 

Sre. 604. All the present provisions of sections 21 and 27 of the Securities 
Exchange Act of 1934, as amended (relating to investigations, injunctions, jurisdic- 
tions, and other matters), shall be as fully applicable with respect to the exercise 
by the Board of Governors of the Federal Reserve System of credit controls under 
section 601 as they are now applicable with respect to the exercise by the Securities 
and Exchange Commission of its functions under that Act, and the Board shall 
have the same powers in the exercise of such eredit controls as the Commission 
now has under the said sections 21 and 27. 

Sec. 605. To assist in carrying out the objectives of this Act the President may 
at any time or times, notwithstanding any other provision of law, reduce, for such 
period as he shall specify, the maximum authorized principal amounts, ratios of 
loan to value or cost, or maximum maturities of any type or types of loans on 
real estate which thereafter may be made, insured, or guaranteed by any depart- 
ment, independent establishment, or agency in the executive branch of the United 
States Government, or by any wholly owned Government corporation or by any 
mixed-ownership Government corporation as defined in the Government Cor- 
poration Control Act, as amended, or reduce or suspend any such authorized loan 
program, upon a determination, after taking into consideration the effect thereof 
upon conditions in the building industry and upon the national economy and the 
needs for increased defense production, that such action is necessary in the public 
interest: Provided, That in the exercise of these powers, the President shall pre- 
serve the relative credit preferences accorded to veterans under existing law. 
Subject to the provision of this section with respect to preserving the relative 
credit preferences accorded to veterans under existing law, the President may 
require lenders or borrowers and their successors and assigns to comply with 
reasonable conditions and requirements, in addition to those provided by other 
laws, in connection with any loan of a type which has been the subject of action 
by the President under this section. Such conditions and requirements may varv 
for classifications of persons or transactions as the President mav prescribe, and 
failure to comply therewith shall constitute a violation of this section. 

Sec. 606. Before any authority granted by this title may be initially invoked 
with respect to either consumer credit controls or real estate construction credit 
controls, the President, after consulting the National Advisory Council, by Execu- 
tive order shall find and declare that the exercise of power to invoke consumer 
credit controls or real estate construction credit controls, or both, as the case may 
be, is necessary in the interest of national security or economic stability. 
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TITLE VII—GENERAL PROVISIONS 


Sec. 701. As used in this Act 

(a) The word ‘‘person”’ includes an individual, corporation, partnership, asso- 
ciation, or any other organized group of persons, or legal successor or representative 
of the foregoing, and includes the United States or any agency thereof, or any other 
government, or any of its political subdivisions, or any agency of any of the 
foregoing: Provided, That no punishment provided by this Act shall apply to the 
United States, or to any such government, political subdivision, or government 
agency. 

(b) The word ‘‘materials’’ shall include raw materials, articles, commodities, 
products, supplies, components, technical information, and processes 

(c) The word “‘facilities’’ shall not include farms, churches, or other places of 
worship, or private dwelling houses 

(d) The term “national defense’’ means the operations and activities of the 
Armed Forces, the Atomic Energy Commission, or any other Government depart- 
ment or agency directly or indirectly and substantially concerned with the national 
defense, or operations or activities in connection with the Mutual Defense Assist- 
ance Act of 1949, as amended. 

(e) The words ‘“‘wages, salaries, and other compensation” shall include all 
forms of remuneration to employees by their employers for personal services, 
including, but not limited to, vacation ana holiday payments, night shift and 
other bonuses, incentive payments, year-end bonuses, emplover contributions to 
or payments of insurance or welfare benefits, emplover contributions to a pension 
fund or annuity, payments in kind, and premium overtime payments 
* Sec. 702. There is hereby established a National Advisory Council composed 
of members to be appointed by the President, by and with the advice and consent 
of the Senate. The membership shall be representative of business and industry, 
agriculture, labor, the military, and consumers. The President shall designate 
a Chairman from among the members. Such Council shall, upon request, advise 
the President on general policies relating to economic mobilization, in addition 
to performing the functions prescribed elsewhere in this Act. Each member 
may receive compensation not in excess of $50 per diem for each day he is actually 
engaged in the performance of his duties as a member, and, while away from his 
home or regular place of business, he may be allowed transportation and not to 
exceed $15 per diem in lieu of subsistence and other expenses while so emploved. 
The members shall, in respect to their functions on the Council, be exempt from 
the operation of sections 281, 283, 284, 434, and 1914 of title 18 of the United 
States Code and section 190 of the Revised Statutes (5 U.S. C. 99). 

See. 708. Any provision of this Act to the contrary notwithstanding, the 
President mav exercise any authority granted to him by this Act without prior 
consultation with the National Advisory Council in the event a state of war exists 

Sec. 704. (a) In order to carry out the policy of the Congress that small- 
business concerns be encouraged to make the greatest possible contribution toward 
achieving the objectives of this Act 

(1) the President shall provide small-business concerns with full informa- 
tion concerning the provisions of this Act relating to, or of benefit to, such 
concerns and concerning the activities of the various departments and agen- 
cies under this Act; 

(2) such business advisory committees shall be appointed as shall be 
appropriate for purposes of consultation during the period prior to activation 
of controls authorized by this Act and in the formulation of rules, regulations, 
or orders, or amendments thereto issued under authority of this Act, and in 
their formation there shall be fair representation for independent small, for 
medium, and for large business enterprises, for different geographical areas, 
for trade association members and nonmembers, and for different segments 
of the industry; 

(3) in administering this Act, such exemptions shall be provided for small- 
business concerns as may be feasible without impeding the accomplishment of 
the objectives of this Aet; and 

(4) in administering this Act, special provision shall be made for the 
expeditious handling of all requests, applications, or appeals from small- 
business concerns. 

(b) Whenever the President invokes the powers given him in this Act to allocate, 
or approve agreements allocating, any material, to an extent which fhe President 
finds will result in a significant dislocation of the normal distribution in the civilian 
market, he shall do so in such a manner as to inake available, so far as practicable, 
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for business and various segments thereof in the normal channel of distribution 
of such material, a fair share of the available civilian supply based, so far as 
practicable, on the share received by such business under normal conditions during 
a representative period preceding , and having due regard to the 
current competitive position of established business: Provided, That the limitations 
and restrictions imposed on the production of specific items shall not exclude new 
concerns from a fair and reasonable share of total authorized production. 

Sec. 705. (a) The President may delegate any power or authority conferred 
upon him by this Act to any officer or agency of the Government, including any 
new agency or agencies, and he may authorize such redelegations by that officer 
or agency as the President may deem appropriate; except that he may not delegate 
the function of consulting with the National Advisory Council as required by this 
Act. The President is authorized to create such new agencies, and to continue 
such existing agencies established under the Defense Production Act of 1950 or 
the Housing and Rent Act of 1947, as he deems necessary to carry out the pro- 
visions of this Act, and any such agency may be placed on a standby basis prior to 
the activation of any title contained in this Act, to perform such functions as the 


President may delegate to it. The President is authorized to appoint heads and 
assistant heads of any such new agencies, and other officials therein of comparable 


status, and to fix their compensation, without regard to the Classification Act of 
1949, as amended, the head of one such agency to be paid at a rate comparable 
to the compensation paid to the heads of executive departments of the Govern- 
ment, and other such heads, assistant heads, and officials at rates comparable to 
the compensation paid to the heads and assistant heads of independent agencies 
of the Government. Any officer or agency may employ civilian personnel for 
duty in the United States, including the District of Columbia, or elsewhere, as the 
President deems necessary to carry out the provisions of this Act. 

(b) The head and assistant heads of any independent agency created to ad- 
minister the authority conferred by title [V of this Act shall be appointed by the 
President, by and with the advice and consent of the Senate. There shall be 
included among the policy-making officers of each regional office administering 
the authority conferred by title [IV of this Act a resident of ecah State served by 
such office whose governor requests such representation. 

Sec. 706. The President may make such rules, regulations, and orders as he 
deems necessary or appropriate to carry out the provisions of this Act. Any 
regulation or order under this Act may be established in such form and manner, 
may contain such classifications and differentiations, and may provide for such 
adjustments and reasonable exceptions as in the judgment of the President are 
necessary or proper to effectuate the purposes of this Act, or to prevent circum- 
vention or evasion, or to facilitate enforcement of this Act, or any rule, regulation, 
or order issued under this Act. No rule, regulation, or order issued under this 
Act which restricts the use of natural gas (either directly, or by restricting the use 
of facilities for the consumption of natural gas, or in any other manner) shall 
apply in any State in which a public regulatory agency has authority to restrict 
the use of natural gas and certifies to the President that it is exercising that 
authority to the extent necessary to accomplish the objectives of this Act. 

Sec. 707. (a) The President is authorized to consult with representatives of 
industry, business, financing, agriculture, labor, and other interests, with a view 
to encouraging the making by such persons with the approval by the President 
of voluntary agreements and programs to further the objectives of this Act. 

(b) No act or omission to act pursuant to this Act which occurs while this Act 
is in effect, if requested by the President pursuant to a voluntary agreement or 
program approved under subsection (a) and found by the President to be in the 
public interest as contributing to the national defense, shall be construed to be 
within the prohibition of the antitrust laws or the Federal Trade Commission Act 
of the United States. A copy of each such request intended to be within the 
coverage of this section, and any modification or withdrawal thereof, shall be 
furnished to the Attorney General and the Chairman of the Federal Trade Com- 
mission when made, and it shall be published in the Federal Register unless pub- 
lication thereof would, in the opinion of the President, endanger the national 
security. 

(c) The authority granted in subsection (b) shall be delegated only (1) to 
officials who shall for the purpose of such delegation be required to be appointed 
by the President by and with the advice and consent of the Senate, unless other- 
wise required to be so appointed, and (2) upon the condition that such officials 
consult with the Attorney General and with the Chairman of the Federal Trade 
Commission not less than ten days before making any request or finding there- 
under, and (3) upon the condition that such officials obtain the approval of the 
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Attorney General to any requests thereunder before making the request. For the 
purpose of carrying out the objectives of title I of this Act, the authority granted 
in subsection (b) of this section shall not be delegated except to a single official 
of the Government. 

(d) Upon withdrawal of any request or finding made hereunder the provisions 
of this section shall not apply to any subsequent act or omission to act by reason 
of such finding or request. 

(e) The Attorney General is authorized to make, or request the Federal Trade 
Commission to make for him, surveys for the purpose of determining any factors 
which may tend to eliminate competition, create or strengthen monopolies, injure 
small business, or otherwise promote undue concentration of economic power in 
the course of the administration of this Act; and the Attorne y General shall sub- 
mit to the Congress and the President at such times as he deems desirable, reports 
setting forth the results of any such surveys, including such recommendations as 
he may deem desirable. 

(f) No voluntary program or agreement for the control of credit shall be ap- 
proved or carried out under this section. 

Sec. 708. (a) The President shall be entitled, while this Act is in effect and for 
a period of two years thereafter, by regulation, subpena, or otherwise, to obtain 
such information from, require such reports and the keeping of such records by, 
make such inspection of the books, records, and other writings, premises or prop- 
erty of, and take the sworn testimony of, and administer oaths and affirmations 
to, any person as mé LV be necessary or appropri: ite, in his dise re tion, to the e nfore e- 
ment or the administration of this Act and the regulations or orders issued there- 
under. The President shall issue regulations insuring that the authority of this 
subsection will be utilized only after the scope and purpose of the investigation, 
inspection, or inquiry to be made have been defined by competent authority, and 
it is assured that no adequate and authoritative data are available from any Fed- 
eral or other responsible agency In case of contumacy by, or refusal to obe ya 
subpena served upon any person referred to in this subsection, the district court 
of the United States for any district in which such person is found or resides or 
transacts business, upon application by the President, shall have jurisdiction to 
issue an order requiring such person to appear and give testimony or to appear 
and produce documents, or both; and any failure to obey such order of the court 
may be punished by such court as a contempt thereof. 

(b) No person shall be excused from complying with any requirement under 
this section or from attending and testifying or from producing books, papers, 
documents, and other evidence in obedience to a subpena before any grand jury or 
in any court or administrative proceeding based upon or growing out of any 
alleged violation of this Act on the ground that the testimony or evidence, docu- 
mentary or otherwise, required of him may tend to incriminate him or subject 
him to penalty or forfeiture; but no natural person shall be prosecuted or subjected 
to any penalty or forfeiture in any court, for or on account of any transaction, 
matter, or thing concerning which he is so compelled, after having claimed his 
privilege against self-incrimination, to testify or produce evidence, documentary or 
otherwise, except that such natural person so testifying shall not be exempt from 
prosecution and punis shment for perjury committed in so testifying: Provided, 
That the immunity granted herein from prosecution and punishme nt and from 
any penalty or forfeiture shall not be construed to vest in any individual any 
right to priorities assistance, to the allocation of materials, or to any other benefit 
which is within the power of the President to grant under any provision of this 
Act. 

(c) The production of a person’s books, records, or other documentary evidence 
shall not be required at any place other than the place where such person usually 
keeps them, if, prior to the return date specified in the regulations, subpena, or 
other document issued with respect thereto, such person furnishes the President 
with a true copy of such books, records, or other documentary evidence (certified 
by such person under oath to be a true and correct copy) or enters into a stipula- 
tion with the President as to the information contained in such books, records, or 
other documentary evidence. Witnesses shall be paid the same fees and mileage 
that are paid witnesses in the courts of the United States. 

(d) Any person who willfully performs any act prohibited or willfully fails to 
perform any act required by the above provisions of this section, or any rule, 
regulation, or order thereunder, shall upon conviction be fined not more than 
$1,000 or imprisoned for not more than one year, or both. 

(e) Information obtained under this section which the President deems con- 
fidential or with reference to which a request for confidential treatment is made 
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by the person furnishing such information shall not be published or disclosed 
unless the President determines that the withholding thereof is contrary to the 
interest of the national defense, and any person willfully violating this provision 
shall, upon conviction, be fined not more than $10,000, or imprisoned for not 
more than one year, or both. 

(f) Any person subpenaed under this section shall have the right to make a 
record of his testimony and to be represented by counsel. 

Sec. 709. (a) Whenever in the judgment of the President any person has 
engaged or is about to engage in any acts or practices which constitute or will 
constitute a violation of any provision of this Act, he may make application to 
the appropriate court for an order enjoining such acts or practices, or for an 
order enforcing compliance with such provision, and upon a showing by the 
President that such person has engaged or is about to engage in any such acts 
or practices a permanent or temporary injunction, restraining order, or other 
order, with or without such injunction or restraining order, shall be granted 
without bond. 

(b) The district courts of the United States and the United States courts of 
any Territory or other place subject to the jurisdiction of the United States shall 
have jurisdiction of violations of this Act or any rule, regulation, order, or sub- 
pena thereunder, and of all civil actions under this Act to enforce any liability 
or duty created by, or to enjoin any violation of, this Act or any rule, regulation, 
order, or subpena thereunder. Any criminal proceeding on account of any such 
violation may be brought in any district in which any act, failure to act, or trans- 
action constituting the violation occurred. Any such civil action may be brought 
in any such district or in the district in which the defendant resides or transacts 
business. Process in such cases, criminal or civil, may be served in any district 
wherein the defendant resides or transacts business or wherever the defendant 
may be found; the subpena tor witnesses who are required to attend a court in 
any district in such case may run into any other district. The termination of the 
authority granted in any title or section of this Act, or of any rule, regulation, or 
order issued thereunder, shall not operate to defeat any suit, action, or prosecu 
tion, whether theretofore or thereafter commenced, with respect to any right, 
liability, or offense incurred or committed prior to the termination date of such 
title or of such rule, regulation, or order. Vo costs shall be assessed against the 
United States in any proceeding under this Act. All litigation arising under this 
Act or the regulations promulgated thereunder shall be under the supervision and 
control of the Attorney General. 

Sec. 710. No person shall be held liable for damages or penalties for any act 
or failure to act resulting directly or indirectly from compliance with a rule, 
regulation, or order issued pursuant to this Act, notwithstanding that any such 
rule, regulation, or order shall thereafter be declared by judicial or other compe- 
tent authority to be invalid. No person shall discriminate against orders or 
contracts to which priority is assigned or for which materials or facilities are 
allocated under title I of this Act or under any rule, regulation, or order issued 
thereunder, by charging higher prices or by imposing different terms and con- 
ditions for such orders or contracts than for other generally comparable orders 
or contracts, or in any other manner. 

Sec. 711. The functions exercised under this Act shall be excluded from the 
operation of the Administrative Procedure Act (60 Stat. 237) except as to the 
requirements of section 3 thereof. Any rule, regulation, or order, or amendment 
thereto, issued under authority of this Act shall be accompanied by a statement 
that in the formulation thereof there has been consultation with industry repre- 
sentatives, including trade-association representatives, and that consideration 
has been given to their recommendations, or that special circumstances have 
rendered such consultation impracticable or contrary to the interest of the na- 
tional defense, but no such rule, regulation, or order shall be invalid by reason 
of any subsequent finding by judicial or other authority that such a statement 
is inaccurate. 

Sec. 712. (a) The President, to the extent he deems it necessary and appro- 
priate in order to carry out the provisions of this Act, is authorized to place 
positions and employ persons temporarily in grades 16, 17, and 18 of the General 
Schedule established by the Classification Act of 1949, and such positions shall 
be additional to the number authorized by section 505 of that Act. 

(b) The President is further authorized, to the extent he deems it necessary 
and appropriate in order to carry out the provisions of this Act, and subject to 
such regulations as he may issue, to employ persons of outstanding experience 
and ability without compensation; and he is authorized to provide by regulation 
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for the exemption of such persons from the operation of sections 281, 283, 284, 
434, and 1914 of title 18 of the United States Code and section 190 of the Revised 
Statutes (56 U. 8S. C. 99). Persons appointed under the authority of this sub- 
section may be allowed transportation and not to exceed $15 per diem in lieu 
of subsistence while away from their homes or regular places of business pursuant 
to such appointment. 

(c) The President is authorized, to the extent he deems it necessary and appro- 
priate in order to carry out the provisions of this Act to employ experts and con 
sultants or organizations thereof, as authorized by section 55a of title 5 of the 
United States Code. Individuals so employed may be compensated at not in 
excess of $50 per diem and while away from their homes or regular places of 
business they may be allowed transportation and not to exceed $15 per diem in 
lieu of subsistence and other expenses while so employed. The President is 
authorized to provide by regulation for the exemption of such persons from the 
operation of sections 281, 283, 284, 434, and 1914 of title 18 of the United States 
Code and section 190 of the Revised Statutes (5 U.S. C, 99), 

(d) The President may utilize the services of Federal, State, and local agencies 
and may utilize and establish such regional, local, or other agencies, and utilize 
such voluntary and uncompensated services, as may from time to time be needed; 
and he is authorized to provide by regulation for the exemption of persons whose 
services are utilized under this subsection from the operation of sections 281, 283, 
284, 434, and 1914 of title 18 of the United States Code and section 190 of the 
Revised Statutes (5 U. 8. C. 99), 

(e) Whoever, being an officer or employee of the United States or any depart- 
ment or agency thereof (including anv Member of the Senate or House of Repre- 
sentatives), receives, by virtue of his office or employment, confidential informa- 
tion, and (1) uses such information in speculating directly or indirectly on any 
commodity exchange, or (2) discloses such information for the purpose of aiding 
any other person so to speculate, shall be fined not more than $10,000 or im- 
prisoned not more than one year, or both \s used in this section, the term 
“speculate’’ shall not include a legitimate hedging transaction, or a purchase or 
sale which is accompanied by actual delivery of the commodity. 

f) The President, when he deems such action necessary, may make provision 
for the printing and distribution of reports, in such number and in such manner as 
he deems appropriate, concerning the actions taken to carry out the objectives 
of this Act. 

Sec. 713. There are hereby authorized to be appropriated such sums as may 
be necessary and appropriate for the carrying out of the provisions and purposes 
of this Act by the President and such agencies as he may designate or create. 
Funds made available for the purposes of this Act may be allocated or transferred 
for any of the purposes of this Act, with the approval of the Bureau of the Budget, 
to any agency designated to assist in carrying out this Act. Funds so allocated 
or transferred shall remain available for such period as may be specified in the 
Acts making such funds available. 

Src. 714. (a) The Joint Committee on Defense Production (hereinafter re- 
ferred to as the Committee) created by the Defense Production Act of 1950, as 
amended, is hereby continued and shall continue to be composed of ten members 
as follows: 

(1) Five members who are members of the Committee on Banking and 
Currency of the Senate, three from the majority and two from the minority 
party, to be appointed by the chairman of the committee; and 

2) Five members who are members of the Committee on Banking and 
Currency of the House of Representatives, three from the majority and two 
from the minority party, to be appointed by the chairmen of the committee. 

A vacancy in the membership of the committee shall be filled in the same manner 
as the original selection. The committee shall elect a chairman and a vice chair- 
man from among its members, one of whom shall be a member of the Senate and 
the other a member of the House of Representatives. 

(b) It shall be the function of the committee to make a continuous study of 
the programs authorized by this Act, both before and during activation of controls, 
and all problems affecting consumer interest, giving special attention to prices 
charged the ultimate consumer for food, fuel, and clothing and the costs and 
methods of producing, processing, and distributing these and other consumer 
goods, and to review the progress achieved in the execution and administration 
of this Act. Upon request, the committee shall aid the standing committees of 
the Congress having legislative jurisdiction over any part of the programs author- 
zed by this Act; and it shall make a report to the Senate and the House of Repre- 
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sentatives, from time to time, concerning the results of its studies, together with (3 
such recommendations as it may deem desirable. Any department, official, or of tk 
agency administering any of such programs shall, at the request of the committee, (b 
consult with the committee, from time to time, with respect to their activities a 
under this Act mav 
(c) The committee, or any duly authorized subcommittee thereof, is authorized (2 
to hold such hearings, to sit and act at such times and places, to require by subpena of tl 
(to be issued under the signature of the chairman or vice chairman of the com- term 
mittee) or otherwise the attendance of such witnesses and the production of such (3 
books, papers, and documents, to administer such oaths, to take such testimony, be c 
to procure such printing and binding, and to make such expenditures as it deems afte 
advisable. The cost of stenographic services to report such hearings shall not be (e 
in excess of 25 cents per hundred words. The provisions of sections 102 to 104, utili 
inclusive, of the Revised Statutes shall apply in case of any failure of any witness carr 
to comply with any subpena or to testify when summoned under authority of this into 
subsection any 
(d) The committee is authorized to appoint and, without regard to the Classi- amo 


fication Act of 1949, as amended, fix the compensation of such experts, consultants, 
technicians, and organizations thereof, and clerical and stenographic assistants 
as it deems necessary and advisable. 
(e) The expenses of the committee under this section, which shall not exceed Dia 
$50,000 in any fiscal vear, shall be paid one-half from the contingent fund of the 
Senate and one-half from the contingent fund of the House of Representatives 


upon vouchers signed by the chairman or vice chairman, Disbursements to pay Se 
such expenses shall be made by the Clerk of the House of Representatives out of Se 
the contingent fund of the House of Representatives, such contingent fund to relat 
be reimbursed from the contingent fund of the Senate in the amount of one-half can 
of disbursements so made without regard to any other provision of law. men 

Sec. 715. The provisions of this Act shall be applicable to the United States, of n 
its Territories and possessions, and the District of Columbia. mac 

Sec. 716. If any provision of this Act or the application of such provision to tion 
any person or circumstances shall be held invalid, the remainder of the Act, and C 





the application of such provision to persons or circumstances other than those ds 


syst 
to which it is held invalid, shall not be affected thereby. or . 
Sec. 717. No person may be employed under this Act who engages in a strike mus 
against the Government of the United States or who is a member of an organiza- T 
of Government employees that asserts the right to strike against the Government shot 
of the United States, or who advocates, or who is a member of an organization COO} 
that advocates, the overthrow of the Government of the United States by force T 
or violence: Provided, That for the purposes hereof an affidavit sha!l be considered and 
prima facie evidence that the person making the affidavit has not contrary to the crise 
onbhay me of this section engaged in a strike against the Government of the pria 
Inited States, is not a member of an organization of Government employees tion 
that asserts the right to strike against the Government of the United States or prot 
that such person does not advocate, and is not a member of an organization that gual 
advocates, the overthrow of the Government of the United States by force or tion 
violence: Provided further, That any person who engages in a strike against the futu 
Government of the United States or who is a member of an organization of Gov- 
ernment employees that asserts the right to strike against the Government of the 
United States, or who advocates, or who is a member of an organization that 
advocates, the overthrow of the Government of the United States by force or Se 
violence and accepts employment the salary or wages for which are paid from any perf 
appropriation or fund contained in this Act shall be guilty of a felony and, upon nec 
conviction, shall be fined not more than $10,000 or imprisoned for not more than P 
five years, or both: Provided further, That the above penalty clause shall be in gra 
addition to, and not in substitution for, any other provisions of existing law. sup] 
Sec. 718. (a) Title VII of this Act shall become effective upon the date of requ 
enactment of this Act. Ss 
(b) Titles TV and V of this Act shall become effective on May 1, 1953. pilit 
(ec) Titles I, II, IIT, and VI of this Act shall become effective on July 1, 1953. and 
Sec. 719. (a) (1) Except as otherwise in this Act provided, this Act and all raw 
authority conferred thereunder shall terminate at the expiration of ninety days Pro! 
after the President proclaims that the existing international emergency requiring unle 
the involvement of Armed Forces of the United States in actual hostilities in the alloy 
Korean conflict has ended. Pres 
(2) Title III of this Act and all authority conferred thereunder shall terminate dom 
at the close of June 30, 1954. othe 
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(3) Title VII of this Act shall terminate at the time provided in paragraph (1) 
of this subsection or at the close of June 30, 1954, whichever is later. 

(b) Nothwithstanding the foregoing 

(1) The Congress by concurrent resolution or the President by proclamation 
may terminate this Act prior to the termination otherwise provided therefor. 

(2) The Congress may also provide by concurrent resolution that any section 
of this Act and all authority conferred thereunder shall terminate prior to the 
termination otherwise provided therefor. 

(3) Any agency created under this Act may, in the discretion of the President, 
be continued in existence for purposes of liquidation for not to exceed six months 
after the termination of the provision authorizing the creation of such agency. 

(c) The termination of any section of this Act, or of any agency or corporation 
utilized under this Act, shall not affect the disbursement of funds under, or the 
carrying out of, any contract, guarantee, commitment or other obligation entered 
into pursuant to this Act prior to the date of such termination, or the taking of 
any action necessary to preserve or protect the interests of the United States in any 
amounts advanced or paid out in carrying on operations under this Act. 
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Section 1 Title: Emergency Stabiilization Act of 1953 (p. 1 

Section 2 Declaration of policy: Prices now relatively stable and in normal 
relationship, though substantially above pre-Korea. Congress feels such stability 
can be maintained by indirect controls, barring adverse international develop- 
ments. Threat of further Communist aggression and speedy destructive force 
of modern warfare require legislative and organizational safeguards to provide 
machinery for speedy executive action in the event of serious economic disloca- 
tions to insure preservation of well-being of our economy 

Congress believes direct economic controls incompatible with free enterprise 
system and should be invoked only if emergency seriously threatens economic 
or national security. However, should such emergency develop, the President 
must possess authority to invoke immediate economic controls. 

To be prepared on the economic front, Congress believes present agencies 
should be continued on limited, standby basis with other Government agencies 
cooperating. 

This standby program will provide for national security and general welfare, 
and implement United States foreign policy in the event of serious economic 
crises; insure against the ravages of inflation and dissipation of defense appro 
priations; stabilize cost of living for workers and consumers and costs of produe- 
tion for farmers and businessmen; prohibit profiteering, hoarding, speculation; 
protect fixed income groups from undue impairment of living standards; safe- 
guard against economic disturbances, labor disputes, interference with mobiliza- 
tion of resources and impairment of national unity and morale; and forestall 
future loss of purchasing power by dissipation of individual savings (p. 1—4 


TITLE I PRIORITIES AND ALLOCATIONS 


Section 101 (a) Priorities: President authorized (1) to require priority in 
performance of defense contracts and (2) to allocate materials and facilities 
necessary to promote national defense 

Prohobits quotas on livestock slaughter, restrictions on species, types, and 
grade of slaughter. No meat rationing unless Secretary of Agriculture certifies 
supply of meat inadequate to meet civilian and military needs. President may 
require grading and grade marking of meat (p. 4) 

Section 101 (b) Allocations: When requirements for national security, stock- 
piling and military assistance to foreign nations have been met through allocations 
and priorities, United States policy shall be to encourage maximum supply of 
raw materials for civilian economy to increase employment and minimize inflation. 
Prohobits agreements by United States limiting consumption of any material 
unless agreement permits domestic consumers to purchase unused portions 
allocated to foreign countries participating in International Materials Conferenee 
President may use allocation and priorities controls over materials: produced 
domestically or abroad and over facilities through controlled materials plan or 
other methods (p. 5). 
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Section 102 Hoarding: Prohibits hoarding scarce materials (1) in excess of 
reasonable demands of business, personal or home consumption, or (2) for resale 
at prices in excess of prevailing market prices. President in Federal Register shall 
designate or withdraw designation of critical materials. President may permit 
exceptions to stockpile imports (p. 6). 

Section 103 Penalties: For willful violation of title upon conviction, $10,000 
fine or | year imprisonment, or both (p. 6). 

Section 104 Import controls: Permits Secretary of Agriculture to restrict 
imports of fats and oils, peanuts, butter, cheese, dairy products, rice and rice 
products, providing Secretary of Agriculture finds such will not (a) impair or 
reduce domestic production below levels deemed necessary, (6) interfere with 
orderly domestic storing and marketing, and (c) result in unnecessary burden or 
expenditures under price support program. Secretary permitted 15 percent 
tolerance (p. 7). 

Section 105 Finding and order required: Before initially invoking authority 
under title I, President, after consulting National Advisory Council, shall by 
Executive order find and declare exercise of such power necessary to national 
security or economic stability (p. 8). 


TITLE If--AUTHORITY TO REQUISITION AND CONDEMN 


Section 201 (a) Requisition: Power granted President to requisition personal 
property for national defense (p. 8). 

Section 201 (b) Condemnation: Permits President to condemn real estate for 
defense purposes (p. 9). 

Section 201 (c) Resale: Preference granted former owner to reacquire real 
property when surplus to United States needs (p. 11). 

Section 201 (d): Preference granted former owner to reacquire surplus personal 

property except in case of fungibles or items having value of less than $1,000 
(p. 11). 
"dadtion 202 Finding and order: Before initially invoking authority under 
title II, President, after consulting National Advisory Council, shall by Executive 
order find and declare exercise of such power necessary to national security or 
economic stability (p. 12). 


TITLE III--EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


Section 301 (a) Financial aid: Establishes V-loan program. Government 
agencies may guarantee defense loans made by private institutions (p. 12). 

Section 301 (b) Fiscal agent: Any Federal agency or Federal Reserve bank 
may be designated by President as fiscal agent for V-loans (p. 13). 

Section 301 (c) Interest rate: Interest rates, guarantee and commitment fees 
and regulations may be prescribed by President (p. 14). 

Section 301 (d) Funds usable: Guaranteeing agency authorized to use available 
funds appropriated or allocated for defense purposes (p. 14). 

Section 302 Governnent loans: President may make provision for defense 
loans to private business on such terms and conditions deemed necessary, when 
not otherwise available on reasonable terms (p. 14). 

Section 403 (a) Government contracts to purchase: President may provide 
(1) for purchases of metals and minerals for Government use or resale; (2) for 
encoura ing exploration, development, and mining of critical and strategic min- 
erals and metals. Purchases for resale of domestically grown agricultural com- 
modity not included except when resale for industrial uses or stockpiling. Resale 
at ceiling price, except minerals and metals which may be resold at ceiling or 
current domestic market price, whichever is lower. If no ceiling price established, 
resale at the higher of (i) current domestic market price or (ii) minimum sale price 
established for agricultural commodities owned or controlled by CCC. Prohibits 
contract to import agricultural commodity for delivery more than 1 year after 
expiration of act (p. 15). 

Section 303 (b) Conditions governing Government purchases: Limitations 
under other laws inapplicable. Advance payments permitted. Contract must 
not extend beyond . Purchases at higher than ceiling prices 
(or in excess of prevailing market prices if no ceiling) may not be made unless 
supply of materials cannot effectively be increased at lower prices or on more 
favorable terms or unless necessary to assure availability to United States of 
overseas supplies (p. 16). 

Section 303 (c) Subsidy—Nonagricultural: President may provide for subsidy 
payments on any nonagricultural domestically produced material if he finds (1) 
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that ceiling prices for any raw or nonprocessed materi. will result in a decrease 
in supplies from high-cost sources and that such suppli*s are necessary to accom- 
plish objectives of act, or (2) temporary increase in transportation costs threatens 
to impair maximum production or supply in eny area at stable prices (p. 17). 

Section 303 (d) Authority to transport, store, etc.: Procurement power granted 
President includes power to transport, store, process, and refine (p. 18). 

Section 303 (e) Authority to install equipment: President authorized to in- 
stall additional equipment, facilities, process or improvements to United States 
and privately owned plants to aid national defense (p. 18). 

Section 304 (a) Authority to create new agencies: President authorized to 
utilize existing departments, agencies, officials, or corporations or to create new 
agencies to make loans and purchase contracts (p. 18). 

Section 304 (b) Authority to borrow from Treasury: With approval of Presi- 
dent, any department, agency, official, or corporation utilized under section is 
authorized to borrow from the United States Treasury to aggregate of $ 
outstanding at any one time. Contingent liability imposed considered obligation 
only to extent of probable ultimate net cost to Government. Requires quarterly 
reports by President to Congress on loans and purchase contracts. Borrowing 
agency may issue notes, debentures, bonds, or other obligations to Treasury with 
interest at current average rate on outstanding market obligations of the United 
States as of last day of month preceding issuance. Secretary of Treasury author- 
ized to treat as public debt transaction (p. 18). 

Section 305: Small Defense Plants Administration. 

Section 305 (a) (1): To encourage small business to make greatest possible 
contribution to defense effort, Small Defense Plants Administration continued as 
separate agency. Principal office in the District of Columbia with authority to 
establish branch offices. Small-business concern defined as one independently 
owned and operated and not dominant in its field (p. 20). 

Section 305 (a) (2): SDPA authorized to obtain funds from Treasury but not 
to ex eed $50,000,000 outstanding at any one time (p. 21). 

Se ‘ion 305 (a) (3): Management vested in an Administrator, appointed by 
President with advice and consent of the Senate, compensation $17,500, and 
two Deputy Administrators, appointed by Administrator with salaries of $15,000 
each (p. 21). 

Section 305 (a) (4): SDPA to terminate June 30, 1954, except for purposes 
of liquidation (p. 22). 

Section 305 (a) (5): Moneys not otherwise employed to be deposited with 
Treasurer or in any Federal Reserve bank (p. 22). 

Section 305 (b) (1) (A): SDPA empowered to recommend loans or advances 
to RFC to enable small business to finance plant construction, conversion, or 
expansi»n or to supply capital to be used in manufacture of products for defense 
or essential civilian purposes or to establish and operate technical laboratories. 
Loans to be effected directly by RFC or with bank participation (p. 23). 

Section 305 (b) (1) (B): Enter into contracts with United States Government 
to furnish articles, equipment, and supplies to the Government (p. 24). 

Section 305 (b) (1) (C): Arrange for performance of such contracts by letting 
subcontracts to small business (p. 24). 

Section 305 (b) (1) (D): Provide technical and managerial aids to small 
business (p. 24). 

Section 305 (b) (2): When SDPA certifies to procurement officer that it is com- 
petent to perform specific procurement contract, such officer is authorized to let 
such contract to SDPA upon terms to be negotiated (p. 24). 

Section 305 (c) (1): False statements made for purpose of obtaining loan pun- 
ishable by fine of not more than $5,000 or by imprisonment for not more than 
2 years, or both (p. 25). 

Section 305 (c) (2): Any employee of SDPA who (a) embezzles or (b) commits 
fraud or (c) shares in any profit through any transaction of SDPA or (d) releases 
unauthorized information concerning future action or plan of SDPA, shall be 
punished by a fine of not more than $10,000 or by imprisonment of not more than 
5 years, or both (p. 25). 

Section 305 (d) (1): SDPA charged with duty to coordinate productive capacity 
of small business for most effective use in national defense and essential civilian 
production (p. 26). 

Section 305 (d) (2): SDPA shall consult and cooperate with other Government 
agencies in issuance of orders limiting or expanding production or in formulation 
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of policies governing priorities, and such other agencies must advise and consult 
with SDPA (p. 26). 

Section 305 (e): SDPA empowered and directed— 

(1) To make inventory of productive capacity of small business, using 
State information; 

(2) To consult and cooperate with procurement officers in order to utilize 
productive capacity of small plants; 

(3) To obtain information concerning practices of Government prime 
contractors in letting subcontracts and to encourage letting of such sub- 
contracts to small business; 

(4) To take such action as necessary to encourage small business to 
participate in defense production; 

(5) To determine within an industry what concerns are small-business 
concerns; 

(6) To certify to procurement officers concerning competency, capacity, 
and credit of small-business concerns regarding specific contracts; 

(7) To obtain information from Federal procurement agency or depart- 
ment; 

(8) To obtain information from suppliers of materials when small business 
unable to obtain materials for defense or essential civilian production; 

(9) To make studies and recommendations to appropriate Federal agencies 
to insure fair and equitable delivery of materials and equipment to small 
business; 

(10) To consult and cooperate with all Government agencies to insure 
small business receives fair and reasonable treatment; 

(11) To establish advisory boards and committees (pp. 27-29). 

Section 305 (f) (1): When small business certified by SDPA to procurement 
officer as competent to perform specifie contraet, such certification is conclu- 
sive (p. 29). 

Section 305 (f) (2): Poliey of Congress that fair proportion of contracts be 
placed with small business. Such contraets as SDPA and procurement agencies 
determine (a) to be in interest of mobilizing Nation’s full productive capacity or 
(b) to be in interest of national defense programs, shall be awarded to small 
business (p. 30). 

Section 305 (f) (3): Materials or supplies subject to allocation shall be allocated 
so that a fair share goes to small business (p. 30). 

Section 305 (g): Administrator to report every 90 days to President and Con- 
gress as to contracts let, financial aid granted, and such other information, com- 
mitments, and recommendations as deemed appropriate (p. 30). 

Section 305 (h): SDPA to make studies of effect of price, credit, and other con- 
trols when they discriminate against small business and make recommendations 
for adjustment (p. 31). 

Section 305 (i): RFC authorized to make loans upon recommendation of SDPA 
not to exceed $100,000,000 outstanding at any one time (p. 31). 

Section 305 (j): President may transfer to SDPA any functions relating 
primarily to small business (p. 31). 

Section 305 (k): No loan shall be made unless small business (1) certifies 
names of agents engaged to expedite and fees paid or to be paid, and (2) agrees 
not to hire any person with discretionary authority employed by SDPA for a 
period of 2 years after receipt of assistance (p. 32). 

Section 305 (1): To the extent practicable, SDPA to make fair charge for use of 
Government property and to recover direct costs incurred by it in letting con- 
tracts (p. 32). 

Section 305 (m): Authorizes appropriation of sums necessary and appropriate 
for carrying out provisions of section (p. 33). 

Section 306 Continuation of authority: Title III and section 714 of DPA 
of 1950, as amended, continued (p. 33). 


TITLE IV-——-PRICE AND WAGE STABILIZATION 


Section 401 (a): OPS and WSB are continued and expected to handle price 
and wage controls, if anv (p. 33). 

Section 401 (b): OPS to be directed by Administrator, appointed by President 
with advice and consent of Senate with salary $16,000. Principal office in D.C. 
but powers exercisable anywhere. President authorized to transfer to it powers 
relating to allocations and rationing (p. 33). 

Section 401 (c) (1): WSB to be composed of 15 members representing public, 
labor, and business and industry with principal office in D.C. but functions ner- 
formable by regional boards (n. 24) 
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Section 401 (c) (2): Board to be appointed by President with advice and 
consent of Senate. Chairman and Vice Chairman designated by President from 
public members (p. 34). 

Section 401 (c) (3): Public members’ compensation $15,000 and may not 
engage in other business. Labor and business members to receive $50 each day 
actually engaged in performing duties with actual and necessary travel and 
subsistence expenses while away from home. Labor and business members 
exempted from “conflict of interest’’ statutes (p. 34). 

Section 401 (c) (4): No jurisdiction in Board with respect to labor disputes, 
except when stabilization of wages, salaries, or other compensation concerned 
(p. 35). ; 

Section 401 (c) (5): President may continue Salary Stabilization Board, Rail- 
road and Airline Wage Board, and Construction Industry Stabilization Commis- 
sion. Such members to be appointed by President with advice and consent of 
Senate (p. 35). ies 

Section 401 (d): Upon activation of ceilings and stabilization of wages and 
salaries, OPS and WSB and other agencies created under title to be under super- 
vision and control of official appointed by President with advice and consent of 
Senate. This official shall coordinate prices and wages (p. 36). 

Section 402. Functions of OPS and WSB during stand-by period: During stand- 
by period, continuing function of OPS and WSB to establish and maintain pro- 
cedures for study and evaluation of price and wage trends; make monthly reports 
to Congress; formulate and recommend to President general policies and regula- 
tions relating to controls; consult with advisory committees; draft simplified 
regulations; conduct protest and review proceedings appropriate under sections 407 
and 408 of DPA of 1950, as amended; complete promptly investigations of viola- 
tions under DPA of 1950; assist the Attorney General in prosecuting violations; 
furnish information and special reports at request of Bureau of Internal Revenue, 
Federal Trade Commission, and Department of Justice; advise and consult with 
Government agencies concerning pricing of materials for mobilization program; 
maintain current rosters of qualified persons available in the event of activation; 
perfect appropriate pattern of organization and procedures to be used in the event 
of activation (p. 36). 

Section 403 (a) (1): President may issue regulations establishing ceilings on 
price, rental, commission, fee, etc., paid or received on sale of any material or 
service and shall at same time issue regulations stabilizing wages, salaries, and 
other compensation (p. 37). 

Section 403 (a) (2): Action may be taken relative to individual materials, 
services, and employment or with respect to each generally. If action general, 
ceilings shall be fixed at level prevailing close of business day preceding day action 
taken. As soon thereafter as practicable (within 90 days and not later than 6 
months after taking such action), the President shall adjust ceilings and stabilize 
wages, salaries, and other compensation as provided in subsection (c) of this 
section (p. 38). 

Section 403 (a) (3): When selective ceilings imposed, wages must be stabilized 
in that industry (p. 38). 

Section 403 (a) (4): When ceilings established on substantial portion of economy 
ceilings shall be imposed generally and wages stabilized generally (p. 39). 

Section 403 (b): Under wage stabilization, increases in wages forbidden which 
would impose hardships or inequities on sellers (p. 39). 

Section 403 (c) Base period for price ceilings: Base period for price ceilings 
to be from to or nearest representative date. 
President shall give consideration to achieving maximum production. Factors 
to be considered include: Speculative fluctuations, general increases or decreases 
in cost of production, distribution, transportation, and general increases or 
decreases in cost of production, distribution, transportation, and general increases 
or decreases in profits of sellers of material or person performing service subse- 
quent to . No ceilings for purpose of controlling profits. Consid- 
eration in stabilizing wages to all relevant factors. Regulations must be generally 
fair and equitable and accompanied by statement of considerations. Price 
ceilings and wage stabilization to be adjusted to prevent or correct hardships or 
inequities (p. 39). 

Section 403 (d) (1): Regulations and orders to apply under this title regardless 
of previous or future obligations but consideration to be given to holders of bona 
fide contracts for future deliveries that require contracts (p. 40). 

Section 403 (d) (2) Base period for wage stabilization: Base period for wage 
stabilization to . No regulation of wages of 
dollar per hour or less. No action inconsistent with provisions of Fair Labor 
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Standards Act of 1938, as amended, Labor-Management Relations Act, 1947, or 
any other law of United States (p. 41). 

Section 403 (e): President may encourage and approve voluntary programs 
by business, agriculture, labor, and consumers and utilize services as provided 
in section 712 (p. 41). 

Section 404 fa) Pase period for farm products: Except for temporary freeze, 
no ceiling on agricultural product below highest of (1) parity price, or (2) highest 
price received by producers from to , or (3) if not 
active during such period, to most representative period prior to 
Separate provision for tobacco. In case of fire-cured tobacco, price equal to 75 
percent of parity of Burley of corresponding crop. In case of dark air-cured 
tobacco and Virginia sun-cured, price equal to 66% percent of parity of Burley of 
corresponding crop (p. 42). 

Section 404 (b) Ceiling on commodity processed from agricultural commodity 
to reflect highest price specified in provisions above (p. 43). 

Section 404 (c) Adjustment ceilings on farm products: Ceilings on agricultural 
commodities and processed agricultural commodities shall be adjusted to make 
allowance for reduction in crop yields, unusual increases in production costs, and 
other factors resulting from hazards. Due consideration to afford equitable 
treatment of producers when ceiling established for commodity for which 1953 
marketing season commenced prior to enactment of act and for which areas have 
different marketing seasons (p. 43). 

Section 404 (d): Provisions of act not to modify, repeal, supersede, or affect 
(1) Agricultural Act of 1949, as amended, or (2) Agricultural Marketing Agree- 
ment Act of 1937, as amended, or to invalidate any marketing agreement, license 
or order, under reronee of that act (p. 44). 

Section 404 ( Ceiling prices to producers of milk in area not under marketing 
agreement, a: or order, shall not be Jess than (1) parity price for sueh milk, 
or (2) ratio of prices in a specific non-Federal marketing area on date controls 
imposed on milk are to the simple average of prices in all Federal marketing areas 
on date of such imposition as the prices in a specific nor-Federal area on base 
date are to the average of prices in all Federal marketing areas on base date (p. 44). 

Section 404 (f) Parity price: Parity price of any agricultural commodity com- 
puted at beginning of marketing year or season, as determined by the Secretary 
of Agriculture, or if no marketing year or season, calendar year used. If current 
marketing season or year commenced prior to May 1, 1953, parity price published 
by Secretary of Agriculture on April 29, 1953, used (p. 45). 

Section 405 (a) Exemptions from controls: Authority conferred by title not 
exercised as to following: 

(1) Prices or rentals for real property; 

(2) Rates or fees charged for professional services. Doctors, lawyers, pro- 
fessional engineers, professional architects, certified public accountants specifically 
mentioned whether self-employed or hired by others in a professional capacity; 

(3) Prices or rentals for (a) materials used by press association or feature 
service, or (b) books, magazines, motion pictures, periodicals, newspapers, or 
rates charged by newspapers, periodicals, magazines, radio and television stations, 
theaters, or outdoor advertising; 

(4) Rates charged by insurance salesmen underwriters; 

(5) (A) Rates and charges of common carrier or public utility, including 
rates charged by any person subject to the Shipping Act, 1916, as amended, 
including rental of equipment, washroom facilities in terminals, charges for repair- 
ing equipment owned by others, charges for use of parking facilities operated by 
common carriers in connection with their business, and (B) charges paid by 
common carriers for rental of equipment, icing of cars, pickup and delivery and 
local transfer services. No common carrier or public utility shall after President 
issues regulations and orders under subsection (a) of section 403 make price 
increases for any property or services sold by it for resale to the public unless 
30 days notice given President with consent for intervention. OPS shall not 
intervene except as provided in preceding provision; 

(6) Margin requirements on any commodity exchange; 

(7) Prices and wages of barbers and beauticians; 

(8) Rates, fees, and charges for materials or services supplied directly by 
States, Territories, and other political subdivisions; 

(9) Wages and salaries paid to employees of small business. President may 
exclude from exemption any business which if exempted would be unstabilizing. 
Small business defined as any enterprise employing total of not more than eight 
persons; 

(10) Prices charged and wages paid by bowling alleys; 

(11) Wages paid for agricultural labor (pp. 45-49). 
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947, or Section 405 (b): Any material or service may be exempted from control if found 
(1) necessary to promote the national defense or (2) unnecessary to control (p. 49) 
ograms Section 405 (c): Powers under this title shall not be used to compel changes in 
rovided business practices, cost practices, or methods unless found necessary to prevent 
circumvention or evasion (p. 49) 
freeze, Section 405 (d): Nothing in this title shall be construed as (1) authorizing elim- 
highest ination or restriction of use of trade and brand names, (2) requiring the grade 
) if not labeling of any materials, (3) authorizing standardization of any materials or serv- 
. ices unless necessary for effective price control, or (4) authorizing classification of 
\l to 75 any material or service unless such classification already existed (p. 50) 
r-cured Section 405 (e): No regulation or order under this title shall require retailer to 
irley of limit sales with reference to any highest price line offered (p. 50) 
: Section 405 (f): State, local gross receipts, gross income taxes may be added to 
modity ceiling price (p. 50). 
Section 405 (g): No regulation or order shall fix ceiling of any material below 
ultural minimum established by existing State law (p. 51). 
» make Section 406: President shall advise and consult with, establish, and utilize com- 
ts, and mittees representing persons affected by regulations (p. 51) 
uitable Section 407 (a) Violations of regulations unlawful: Violations of price regula 
h 1953 tions or orders made unlawful. President shall prescribe extent to which over 
us have payment shall be disregarded in determining costs or expenses, including basis in 
determining gain for tax purposes (p. 51). 
- affect Section 407 (b): Violation of wage provisions made unlawful. President shall 
Agree- prescribe extent to which overpayment shall be disregarded in determining cost 
license or expenses for purposes of any other law or regulation (p. 52) 
Section 408: No person shall be required to sell any material or service or per- 
rketing form personal services (p. 52). 
h milk. Section 409: Protests. 


Section 409 (a): Protest may be filed by any person subject to regulation or 
g areas order relating to price controls within 6 months after issuance such regulation 
mn base or order or within 6 months after new grounds arise. Protest must be granted 
(p. 44). or denied within 30 days. Denial must be accompanied by statement of grounds 
upon which based and facts of which official notice taken (p. 52). 


ontrols 


Lean Section 409 (b): Official notice of economic data, other facts, and facts found 

nurrent under section 708 of act (p. 53). 1 

blished Section 409 (c): Proceedings under section may be limited to filing of affidavits, 
or other written evidence, and the filing of briefs. Upon request any protest shall 

tle not be considered by board of review, consisting of one or more persons designated by 
President. Board to have subpena powers and conduct hearings anywhere 
Protestant has right to present written evidence and oral argument to board. 

8, pro- Protestant to be informed of recommendations of board. Denial to be accom- 

ifically panied by reasons (p. 54). r 

pacity; _ Section 409 (d): Protestant may petition Emergency Court of Appeals for relief 

feature if unreasonable delay in decision on protest, Court has power to require disposal 

ers. or of protest by time certain (p. 55). 


Section 410: Court relief. 
Section 410 (a): Person denied relief may within 30 days file complaint with 
Emergency Court of Appeals. Exclusive jurisdiction in Emergency Court of 


ations, 


‘luding Appeals after complaint filed (p. 55). 
ended Section 410 (b): Emergency Court of Appeals continued for purpose of exercis- 
repair- ing jurisdiction granted by this title (p. 57). 
ted by Section 410 (c): Within 30 days after entry of judgment by Emergency Court 
aid by of Appeals, petition for writ of certiorari may be filed in Supreme Court. If 
ry and granted, such Court directed to advance on docket and e xpedite disposition of all 
psident such cases (p.58). pe 
» price Section 410 (d): Within 30 days after arraignment in criminal proceeding and 
unless 5 days after judgment in civil or criminal proceeding under act, defendant may 
all not file objections in Emergency Court of Appeals to validity of any provision allegedly 
violated. Emergency Court has jurisdiction to enjoin or set aside provision in 
whole or part (p. 58). 
Section 410 (e): In any proceedings under act, court shall stay proceedings: 
tly by (1) During period within which complaint may be filed in Emergency 
"a ” Court; 
t may (2) During pendency of protest before Emergency Court of Appeals; 
ilizing. _ (8) During pe ndency of any judicial proceeding and until expiration of 
| eight time allowed for further proceedings; 
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(4) In civil proceedings stays granted only after judgment and upon 
application filed within 5 days after judgment. During stay temporary 
injunction shall issue to enjoin violations by defendant (p. 60). 

Section 411: Punishment for violations. 

Section 411 (a): Injunction may be granted to enjoin violation or anticipated 
v.olation (p. 62). 

Section 411 (b): Willful violation section 407 constitutes misdemeanor and, 
upon conviction, offender subject to fine of not more than $10,000 or imprison- 
ment for not more than 1 year, or both. Attorney General to prosecute violators 
(p. 62). 

Section 411 (ce): Person overcharged may sue within 1 year and recover reason- 
able attorneys’ fees and costs and the amount of the overcharge if the violation 
neither willful nor the result of failure to take practicable precautions. If viola- 
tion willful or result of failure to take practicable precautions, recovery (1) three 
times amount of overcharge, or (2) not less than $25 nor more than $50. President 
empowered to sue in place of person overcharged (p. 62). 

Section 411 (d): Action under (c) above may be brought by buyer or President 
in any court of competent jurisdiction. President may not institute action if 
(1) person in violation acted upon written advice of Government, or (2) violation 
arose out of sale to Government after competitive bidding (p. 64). 

Section 411 (e): President shall prescribe extent fine shall be disregarded in 
determining costs or expenses for purposes of any other law or regulation (p. 65). 

Section 411 (f): Defines ‘“‘court of competent jurisdiction” (p. 65). 

Section 412: President shall advise and consult with, establish, and authorize 
committees representing persons affected by regulations (p. 65). 

Section 413: Before initially invoking authority under title IV, selectively and 
again before invoking generally, President after consulting National Advisory 
Council, shall by Executive order find and declare exercise of such power necessary 
to national security or economic stability (p. 65). 

Section 414. Suspension of controls: Policy of Congress that price and wage 
controls, if activated, shall be terminated as soon as possible consistent with pur- 
poses of act. President shall suspend such controls wher2 condition of supply, 
existence of below-ceiling prices, historical volatility of prices, wage pressures 
and wage relationships, or relative importance in relation to business costs or 
living costs will permit, and to the extent that such action will be consistent with 
the avoidance of cumulative and dangerous unstabilizing effect. Policy of Con- 
gress that termination of suspension and restoration of ceilings or further stabili- 
zation of wages shall be done when necessary to effectuate purposes of this act 
(p. 66). 

Section 415 Suspension of reporting: President may suspend reporting require- 
ments if materials and services selling below ceiling (p. 67). 


TITLE V-—-RENT CONTROL 


Section 501 Termination date: Termination date of Housing and Rent Act 
of 1947, as amended, made to be same as termination date of this title of this 
act. (See sec. 719.) (P. 67.) 

Section 502: Subsection (f) of section 204 of the Housing and Rent Act of 
1947, as amended, is amended: 

(A) By placing provisions of title on a stand-by basis for fixing of maximum 
rents: (i) In areas in which maximum rents were in effect April 30, 1953; 
(ii) in any area which prior to or subsequent to April 30, 1953, is certified 
as a critical defense housing area. Before initially invoking any authority 
under this title as to areas in (i) or (ii), President required to consult with 
National Advisory Council and to find exercise of power necessary in interest 
of national security or economic stability (p. 67). 

(B) Base date for rent ceilings to be April 30, 1953, plus or minus 
applicable adjustments, or comparable prevailing rents, if no ceiling exists 
on April 30, 1953 (p. 68). 

Section 503. Protest and review: Regulations and orders shall be subject to 
same proceedings for protest and review as are wage and price regulations and 
orders (p. 69). 


TITLE VI-—-CONTROL OF CONSUMER AND REAL ESTATE CREDIT 


Section 601 Consumer credit controls: Board of Governors of the Federal 
Reserve System to exercise consumer credit controls (p. 69). 

Section 602 (a) Real-estate construction credit: President authorized to pre- 
scribe regulations with respect to real-estate construction credit including down 
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payments, maturities, ete. In prescribing and suspending regulations President 
shall consider (1) the level and trend of real-estate construction credit, (2) the 
effect of the use of such credit upon purchasing power, demand for real property, 
need in economy for maintenance of sound credit conditions, and needs for in- 
creased defense production (p. 69). 

Section 602 (b) Contravention of :egulations forbidden. Records of persons 
to be subject to examination (p. 71). 

Section 602. (c) Registration: Persons subject to regulations may be required 
to register. Registration may be removed for violation. Provisions of section 
25 of Securities and Exchange Act to apply, concerning court review by eircuit 
court of appeals and Supreme Court. President may utilize services of Federal 
Reserve Board, Federal Reserve banks, and other agencies of Federal and State 
Government (p. 71). 

Section 602 (d) Definitions: (1) Defines real-estate construction credit—new 
construction, real proyerty; (2) also defines credit (p. 72). 

Section 603 Willful violations: Any person who willfully violates section 601, 
602, or 605 shall be fined not more than $5,000 or imprisoned not more than 1 
year in jail, or both (p. 74). 

Section 604 Securities Exchange Act of 1934: Federal Reserve Board in 
carrying out provisions of this title to have same power as Commission under 
sections 21 and 27 of the Securities Exchange Act of 1934, relating to investiga- 
tions (p. 74). 

Section 605 Government-guaranteed loans: President may modify amounts 
and maturities of loan guaranteed by Government but relative preferred position 
of veterans to be preserved (p. 75). 

Section 606 Consultation with NAC: Before initially invoking either consumer 
credit or real-estate construction credit controls, President to consult with National 
Advisory Council and to find and declare exercise of such controls necessary in 
interest of national security or economic stability (p. 76). 


TITLE VII--GENERAL PROVISIONS 


Section 701 (a) Definitions: ‘‘Person’’ includes United States Government 
(p. 76). 

Section 701 (b): ‘‘Materials’’ includes raw materials, articles, commodities, 
products, supplies, components, technical information, and processes (p. 77). 

Section 701 (c): ‘Facilities’? excludes farms, churches, and dwellings (p. 77). 

Section 701 (d): ‘‘National defense’ includes acts of Armed Forces, AEC 
Government agencies, defense acts, and Mutual Defense Assistance Act (p. 77) 

Section 701 (e): ‘Wages, salaries, and other compensation’’ includes all forms 
of remuneration to employees by employers for personal services (p. 77). 

Section 702 National Advisory Council: Members appointed by President by 
and with the advice and consent of the Senate. Membership shall be represent- 
ative of business and industry, agriculture, labor, the military and consumers, 
Funetion to advise President on general policies relating to economic mobilization. 
Compensation $50 per day while engaged in duties and transportation costs plus 
not over $15 per diem allowance. Members are exempt from conflict of interest 
statutes (p. 77). 

Section 703 State of war: President not required to consult National Advisory 
Council before acting in the event of a war (p. 78). 

Section 704 (a) Small business: To help small business carry out purposes of 
act (p. 78). 

Section 704 (a) (1): President shall provide small business with full information 
about this act and its administration (p. 78). 

Section 704 (a) (2): Business advisory committees shall be appointed while 
controls are on a standby basis for purposes of consultation in formation of rules, 
regulations, or orders. Fair representation on committees for different size 
businesses, geographical areas, trade association members and nonmembers and 
for different segments of the industry (p. 79). 

Section 704 (a) (3): Exemptions to be provided small business that will not 
impede the accomplishment of objectives of the act (p. 79). 

Section 704 (a) (4): Handle quickly small business matters (p. 79). 

Section 704 (b): If President uses allocation power to extent of dislocating 
normal civilian market distribution, he shall try to see segments of industry get 
proportionate share of civilian supply computed on representative period (date 
left blank in bill) with due regard to current competitive position and chance 
for new business (p. 79). 


—— 
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Section 705 (a) Delegation of authority: The President may delegate any 
power or authority under the act to any Government official and authorize 
redelegation except function of consulting with National Advisory Council may 
not be delegated. President authorized to create new agencies and continue 
any existing agencies. Such agencies may be placed on standby basis. President 
may appoint heads and assistant heads of new agencies without regard to Classi- 
fication Act of 1949 (p. 80). 

Section 705 (b) Senate confi.mation: Such heads and assistant heads subject 
to Senate confirmation. On Governor’s request, regional office to include policy- 
maker from each State it serves (p. 81). 

Section 706 Rules and regulations: President may issue rules and regulations 
necessary to carry out provisions of the act; but may not restrict natural gas 
used in State in which public regulatory agency can restrict such use (p. 81). 

Section 707 (a): President to consult private interests in trying to encourage 
voluntary controls (p. 82). 

Section 707 (b): Exempts appropriate voluntary control agreements from 
antitrust laws or Federal Trade Commission Act. Attorney General and Chair- 
man of Federal Trade Commission to be informed of agreements (p. 82). 

Section 707 (c): (1) Official who approves voluntary agreements must be 
appointed by President and confirmed by Senate. 

(2) Official must consult Attorney General, Chairman of Federal Trade Com- 
mission before approving voluntary agreements. 

(3) Agreement subject to approval Attorney General. Authority to approve 
agreements not to be delegated except to single official (p. 82). 

Section 707 (d): Withdrawal of request or finding removes immunity from 
Antitrust and FTC Acts for future actions (p. 84). 

Section 707 (e) Survey: Attorney General is to survey (or have FTC make 
survey) factors tending to eliminate competition, create monopolies, or injure 
small business during administration of this act and to submit to Congress and 
the President reports of such surveys at his discretion (p. 84). 

Section 707 (f): No voluntary program or agreement for control of credit shall 
be approved or carried out under this section (p. 84). 

Section 708 (a) Subpena powers: President authorized to subpena persons and 
documents until 2 years after act expires. He shall be sure scope of investigation 
is defined by competent authority and data cannot be had from any Govern- 
ment agency. United States district court to have jurisdiction requiring compli- 
ance with subpena (p. 84). 

Section 708 (b) Self-incrimination: Witness cannot successfully plead self- 
incrimination but is not subject to prosecution for such testimony (except per- 
jury). This immunity not to be construed to vest any allocation or priority rights 
in witness (p. 85). 

Section 708 (c) Production of papers: Production of papers outside place 
where usually kept not required if custodian furnishes true copy or enters stipula- 
tion as to contents. Witness fees same as in United States court (p. 86). 

Section 708 (d) Penalties: Penalty for willful violation of section up to $1,000 
or imprisonment for 1 year, or both (p. 87). 

Section 708 (e) Confidential information: Confidential information not to be 
published or disclosed unless President determines it is necessary for national 
defense. Penalty for violation up to $10,000 fine, or 1 year imprisonment, or 
both (p. 87). 

Section 708 (f) Right to counsel: Subpenaed persons have right to counsel and 
record of testimony (p. 87). 

Section 709 (a) Injunctions: President may apply to court to enjoin violation 
of act (p. 87). 

Section 709 (b) Jurisdiction and venue: United States district courts and 
United States courts of the Territories and possessions have jurisdiction of viola- 
tions of act and of civil actions under act. Criminal action may be brought where 
act occurred; civil action where defendant resides or does business. Processes 
and subpenas may be served wherever defendant or witness can be found. End 
of act or of regulation not to defeat suit or prosecution. No cost to be assessed 
against United States Government. All litigation to be under control of Attorney 
General (p. 88). 

Section 710 Exculpatory provision: No prosecution for compliance with 
regulations later found to be invalid. No person to discriminate against priority 
of orders (p. 89). 

Section 711 Accompanying statement: Administrative Procedure Act not 
applicable except section (3) requiring publication in Federal Register. Regula- 





tions 
indus 
inval 
Se 
(p. 9 
Se 


exem 
and | 
Se 
sulta 
ports 
statu 
Se 
persc 
flictil 
Sei 
up t& 
modi 
Sei 
Sei 
Se 
cong! 
Sena 
(ii) li 
vice | 
Se 
conti 
of co 
to pr 
and | 
gress 
mitte 
Se 
etc. 
Revi 
Se 
Se 
fiscal 
Se 
appli 
Colu 
Se 
rema 
Se 
this : 
overt 
does 
are p 
impr 
Sei 
tive 
Se 
shall 
Sei 
and | 
of co 


tion | 


e any 
horize 
il may 
ntinue 
sident 
Classi- 


ubject 
r0licy- 


ations 
al gas 
81). 

yurage 


from 
Chair- 


ust be 

Com- 
oprove 
, from 


make 
injure 
ss and 


t shall 


ns and 
igation 
overn- 
ompli- 


1 self- 
ot per- 
rights 


place 
tipula- 


$1,000 


to be 
ational 
ent, or 


sel and 
olation 


ts and 
' viola- 
where 
OCeSSeS 
End 
ssessed 


torney 


> with 
riority 


et not 
tegula- 





STANDBY ECONOMIC CONTROLS 39 


tions to be accompanied by statement they were formed in consultation with 
industry representatives or thac this was not practicable; but regulations not 
invalid if statement is found inaccurate (p. 89). 

Section 712 (a): President may hire supergrade employees without limitation 
(p. 90). 

Section 712 (b): President may hire persons without compensation and 
exempt them from conflicting interest statutes; they are to receive transportation 
and not over $15 per diem while away from home (p. 90). 

Section 712 (c) Experts and consultants: President may hire experts and con- 
sultants on per diem basis up to $50 per day while actually employed, plus trans- 
portation and not over $15 per diem and exemption from conflicting interest 
statutes (p. 91). 

Section 712 (d) Voluntary services: President may use voluntary services of 
persons and Federal, State, and local agencies; and may exempt them from con- 
flicting interest statutes (p. 91). 

Section 712 (e) Speculation: Penalty by fine up to $10,000 or imprisonment 
up to 1 year, or both, for use of confidential information for speculation on com- 
modity exchange (p. 92). 

Section 712 (f) Reports: President may print necessary reports (p. 92). 

Section 713 Appropriations: Necessary appropriations authorized (p. 92). 

Section 714 (a) Joint Committee on Defense Production: Continues joint 
congressional committee to be composed of 10 members: (i) 5 members from 
Senate Banking and Currency Committee (3 from majority, 2 from minority); 
(ii) like provision for Members from House. Committee shall elect chairman and 
vice chairman (p. 93). 

Section 714 (b) Function of committee: Function of committee is to make a 
continuous study of programs authorized by act both before and during activation 
of controls and all problems affecting consumer interest, giving special attention 
to prices charged the ultimate consumer for food, fuel, and clothing and the costs 
and methods of production and distributing consumer goods; and to review pro- 
gress achieved in execution and administration of the act; to aid standing com- 
mittees and to make reports of studies (p. 94). 

Section 714 (¢c): Authorized to hold hearings, issue subpenas, administer oaths, 
etc. Contempt proceedings may be instituted against witness in accordance with 
Revised Statutes sections 102—104 (p. 94). 

Section 714 (d) Personnel: Authorized to appoint necessary personnel (p. 95). 

Section 714 (e) Expenses: Expenses of committee not to exceed $50,000 per 
fiscal year. One-half paid by Senate; one-half paid by House (p. 95). 

Section 715 Applicability: Provisions of act (including rent controls) to be 
applicable in United States, its Territories and possessions and the District of 
Columbia (p. 96). 

Section 716 Separability: Declares that if portion of act is found invalid 
remainder of act shall not be affected thereby (p. 96). 

Section 717 Strikes against Government: No person may be employed under 
this act who asserts the right to strike against the Government or advocates the 
overthrow of the Government by force or is a member of an organization that 
does so. Accepting employment while either of the two above given provisions 
are present makes person guilty of a felony and subject to a fine up to $10,000 or 
imprisonment up to 5 years, or both (p. 96). 

Section 718 (a) Effective date: Title VII (general provisions) becomes effec- 
tive upon date of enactment of act (p. 97). 

Section 718 (b): Titles IV (price and wage stabilization) and V (rent control) 
shall become effective May 1, 1953 (p. 97). 

Section 718 (c): Titles I (priorities and allocations), II (authority to requisition 
and condemn), III (expansion of productive capacity and supply), VI (control 
of consumer and real-estate credit) become effective July 1, 1953 (p. 97). 

Section 719 (a) (1) Termination: Act terminates at the expiration of 90 days 
after ending of hostilities in Korea (p. 97). 

Section 719 (a) (2): Title III (expansion of productive capacity and supply) 
terminates June 30, 1954 (p. 98). 

Section 719 (a) (3): Title VII (general provisions) terminates at the time pro- 
vided in paragraph | of this subsection, or June 30, 1954, whichever is later (p. 98). 

Section 719 (b) (1) Concurrent resolution: Congress by concurrent resolution 
or the President by proclamation may terminate act at any time (p. 98). 

Section 719 (b) (2): Congress by concurrent resolution may terminate any sec- 
tion of act (p. 98). 
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Section 719 (b) (3) Liquidation: Agencies created under act may be continued 
for 6 months after termination of act for purposes of liquidation (p. 98). 

Section 719 (c): Termination of a section or of an agency shall not affect the 
disbursement of funds, contracts, etc., entered into previous to such resolution 
(p. 98). 





STATEMENT OF SENATOR CAPEHART Upon IntRopvuctTION oF 8. 753 


Mr. President, I have just sent to the desk a bill, the Economie Stabilization 
Act of 1953—which proposes, among other things, a standby system of economic 
controls. 

As members of this body well know, and as does anybody who is at all ac- 
quainted with my record on various economic and social questions, I have always 
been prominently identified with those who believed and strongly advocated that 
the less Government control and the less Government interference in our economic 
and social life, the better. I have been nourished on freedom. 

To me “free competitive enterprise’”’ is not a glib phrase or some loose or 
abstract terminology. To me it has been, truly, a way of life. It is a way of 
life that has profound meaning for me and which I have done everything in my 
power to preserve, strengthen, and develop and to which I shall continue to 
dedicate my life. 

Mr. President, it is exactly because our system of free competitive enterprise 
means so much to me, and because I believe American enterprise unfettered by 
controls and Government regulation, functions at its optimum that I am intro- 
ducing the Economic Stabilization Act of 1953 today. 

No doubt, Mr. President, this sounds somewhat strange and paradoxical. 
But I have only decided to introduce the bill after a great deal of thoughtful 
deliberation based on long experience working on the subject of economic controls 
as a member of the Senate Banking and Currency Committee, and as lone who 
had personal experience with controls as an industrialist during World War II. 

You will recall when I first came to the Senate in 1945 I fought hard along with 
other Senators to amend the price-control bill so that it would operate more 
equitably, efficiently, and with unnecessary interference with our productive 
machinery. You will remember, also, when it appeared to many of us that the 
price-control program was doing more harm to our production and distribution 
machinery than good that I with others sought to abolish it. 

More recently you will recall my efforts in attempting to amend the Defense 
Production Act so that it would be administered more fairly and so as to insure 
that production would not be discouraged. 

No one who understands and appreciates our American economic system, no 
member of this illustrious body—all good independent and free Americans—likes 
or prefers a system of price and production controls operating over our economy. 
A great majority of us will be glad to see the end of all price controls on April 30. 
Not one member of this body, I am confident, wants to see controls continued 
one day longer than they think they are necessary. No one, least of all, I, wants 
to see controls ever reimposed once they are removed. 

Certainly this is our feeling now after 2 years of economic controls. It was our 
feeling in 1946 after 4 years of controls. 

Yet, just as surely as Congress voted for the Emergency Price Control Act of 
1942 after the Japanese invaded Pearl Harbor, and again in 1950 after the North 
Koreans crossed the 38th parallel, just as surely shall we, much as we detest 
controls over our economic life, do the very same thing again. 

Mr. President, it is my considered judgment that it is out of the haste with 
which Congress and the administration have had to act in enacting the legislation 
and in getting the program into operation that a very large number of our difficul- 
ties and problems with the operation of a control program arises. When you stop 
to consider the difficulties of trying artificially to control and direct an economy as 
large, varied, and as complicated and dynamic as ours, you wonder how anyone 
would be so bold as to attempt it. Yet, attempt it we did, and on balance, it 
seems to me, it was better for America and the world that we did. Naturally any 
system of controls will give rise to some problems and will result in a certain 
amount of inequities and unfairness. The problem is how to minimize them. 
To a large extent this is a problem which takes time, hard study, experience, and 
continuous cooperation between business, labor, Congress and the administration. 

It is the height of impracticability to expect that Congress can do a proper job 
of legislating a good controls law into effect in a period of less than 3 months, and 
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for such a law to begin properly functioning within 7 months from the incidence of 
the request for the legislation. To expect Congress to act within a few days or a 
few weeks, or for an agency to begin a reasonably adequate administration of 
such an act earlier than 4 months from the date it is enacted is to ignore what 
should be hard work and valuable experience. But even 3 months is not enough 
time in which to frame a good, workable and fair law, especially in a time of high 
tension, emotion, and accelerated economic change. 

But what happens in a period of 3 months or 7 or 8 months after the incidence 
of an economic emergency? The very evil which we try to control or stop makes 
its greatest headway. People become panicky and in an effort to avoid the higher 
prices which they expect, rush out and clean off the shelves, hoard for anticipated 
needs; savings are conve sted into goods, and the stream of spending expands in an 
accelerated and explosive fashion. 

Business does likewise. It expands greatly its buying, accumulates excessive 
inventories and sells them at higher and higher prices. The price mechanism 
almost ceases to function for consumers and businessmen alike. Prices become a 
secondary consideration and the inflationary spiral is already viciously destroying 
our purchasing power and increasing the cost of our defense production and our 
cost of government. 

In June 1950, when the Korean conflict began, industry was producing at very 
high levels and consumer demand was being fairly well satisfied. There were no 
backlogs of demand like there were after World War II and no cutbacks were 
called for in the production of consumer durables. Yet the vicious inflationary 
process took place pretty much in the manner I just described. From June 1950 
to January 1951 when price controls were finally imposed the cost of living had 
increased by 8 percent. It is estimated that this increase cost the American 
citizens approximately $20 billion. 

More important than the money it cost is the human suffering which is un- 
necessarily created and the strain and stresses it puts on our economic system. 
It creates all sorts of dislocations, inequities, disequilibriums, friction, and dis- 
ruptions in our personal lives and in our productive system which takes years to 
rectify, and in many cases are never corrected. Most important it delays and 
hinders our chief objective at such times—organizing and increasing our produc- 
tion potential for our national defense. 

Now, I am not so naive as to think an economy like ours can shift from a peace- 
time economy to wartime economy, without some inflationary effects. But the 
effects need not be so great, nor must they take place before the shifts or changes 
in production actually occur. 

Members of this body will recall how in June 1950 I urged an across-the-board 
freeze on all prices, wages, and salaries. If we had been able to do that when the 
Korean conflict began and adjusted the inequities later, we would have avoided 
a large part of the inflation we experienced in the 8 months before the freeze was 
finally imposed. 

The bill which I have introduced would permit the President in the event a 
state of war should come to pass, God forbid, to freeze all prices, wages and salaries 
as of the business day preceding the date of the imposition of the freeze. He 
would then have 3 months, but in no event more than 6 months, to make adjust- 
ments in such prices, wages, and salaries, the adjustments to be made in accord- 
ance with fair and equitable standards known and clearly set forth in the bill. 
Imagine how fortunate we would have been to have such a law on the books on 
June 24, 1950. Or, think of how foolish it is not to be prepared for such an 
eventuality—especially when we know there is an enemy increasingly arming 
itself for the purpose of destroying us. 

We are not a militaristic nation. Yet we prepare for war. We are not a nation 
of soldiers, yet we have a selective service and a military reserve system in peace- 
time. The fact that we do prepare for war and have such a system ready to 
operate effectively and efficiently to help mobilize our military might is an impor- 
tant reason why we have been able to do that part of our job with relative smooth- 
ness, speed, and with a@ minimum amount of dislocation. There is no question 
if we were similarly prepared for economic mobilization, we could be able to do 
that part of our'job more efficiently, effectively, and with considerably less dis- 
location. 

At the present time our economy is in fairly good economic shape. Prices are 
in fairly normal relationship. We are close enough in time to controls to know 
a good deal about them and their administration—in the Congress, in the-executive 
offices, and throughout industry. We are not being moved by emotion or fearing 
imminent changes in our economy, our consumer needs, nor do we expect radical 
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changes in our industrial outlook. We have a law that is operating and being 
tested daily. We know its faults and its good points, if anyone will agree such 
a law can have good points. It seems to me, therefore, Mr. President, that this 
is the ideal time for Congress to legislate on the subject of controls, free as it is 
from the stress, strain, and tensions of a great national emergency. Moreover, 
as I indicated before, 3 months is hardly enough time in which to write an 
economic-controls law from scratch. Even starting, as I do, pretty much from 
our present law, and with all the advantages that I indicated the present time 
offers in writing such a law, the existence of such a law on a standby basis would 
give those who are administering it, and those business and labor advisory groups 
who would be constantly meeting and working together with them, time and 
opportunity to perfect recommendations for changes in the law or in regulations 
which might be issued if such a law ever was invoked. Congress would be 
receiving monthly reports on the agencies’ operations and would continuously 
be kept informed and educated with respect to the various problems that arise 
or might develop if the controls were invoked. In my conception such a standby 
agency’s important function and that of the advisory committees would be 
constantly to study and agree on ways and means of perfecting the basic statute 
and develop efficient, effective, and fair means of administering it. 

It seems to me, Mr. President, that industry and agriculture most of all, would 
benefit from such a standby type of law and agency. During previous times 
industry and agriculture had no such opportunity to help in framing the law or to 
assist to any great extent in helping to develop and formulate the regulations. 
Under the pressure of time, it was almost impossible, even if the administration 
had desired it, for business and agricultural groups to play such an important and 
constructive a part in the controls program. Speed was of the very essence. A 
standby type of organization and a standby type of Iaw will afford the time and 
the opportunity for business to share its know-how with the administration and 
the Coneress in the formulation, revision, administration, and operation of such a 
law, should it ever be invoked. Without such a law, this is for all practical pur- 
poses impossible, 

In addition to this, industry and agriculture and labor representatives would 
become acquainted with the key staff that would be operating the program, if 
such a time should ever arrive; and it could be familiar with the organizational 
structure and the full meaning of the law and the regulations issued under it. 
In a word, millions of man-days of study, frustrating search for information, 
advice, and decision wou'd be spared, not to mention the millions of man-days 
saved business, the administration, and the Congress in attempting to straighten 
out and revise what lad already been done improperly or unfairly. 

Also, industry, in the process of working with such a standby agency in con- 
stantly thinking about surh problems that might arise, would be keeping itse’f 
educated with respect to the law and its operation and could, therefore, be able 
to adjust itself to its requirements more efficiently and with less cost in time and 
money. Personnel who, because of their knowledge of the law and of the standby 
agency, would not only be valuable to the industry involved, but such personnel 
would a'so be listed in the roster of qualified persons available in the event of 
activation of contro's as provided in the bill. 

With industry being forced, as it were, to be constantly meeting with others in 
the industry, with industry generally and with those studying price, wage, and 
salarv trends and other conditions in the various industries and in the economy 
generally, it is quite conceivable that many of the problems that might arise and 
eventually lead to the imposition of controls would be foreseen and adjusted or 
taken care of voluntarily without the need for invoking the law. 

Wit» the bill providing, as it does, a National Advisory Council composed of 
distinguished representatives of business, industry, agriculture, labor, the mili- 
tary, and the consumers, all of whom would be subject to Senate confirmation, 
to advise the President on the imposition of each of the controls in the different 
titles of the bill and to advise the President generally on policies relating to general 
mobilization, I am sure you will agree that we have provided sufficient opportunity 
for the President to secure the best advice available before he would take any 
action. I am satisfied that such a Council will prevent any hasty or unwise 
decisions in the use of any of the authority granted in the bill. 

The most importent function of price, wage, and salary control can perform 
in my opinion is to g’~e assurance to the consumers that prices will remain rela- 
tively stable. Onc the freeze took effect in January 1951, the average citizen 
seemed satisfied that prices were not going up very much any longer, and imme- 
diately the enormous pressure on consumer durables began to drop off. ‘With 
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the outlook for prices fairly stable, the average consumer purchased only what 
he needed, and again he began to save rather than spend his savings. It is this 
psychological effect that price control has on the consumer and causes him to 
save rather than spend, which reduces the flow of income into consumer-goods 
industries and relieves the marginal pressures on prices for these goods, and at 
the same time serves as a source of investrnent capital for defense industries that 
makes price controls an effective instrument of economic stability in periods of 
emergency. 

A standby law would cause consumers and businessmen to have that same 
sense of assurance that prices would not be allowed to spiral upward, and as a 
result they would not rush out with the first sien of an emergency in panic to 
stock up on all they could get their hands on. Thus prices would tend to remam 
more stable, as would savings, and the very need for invoking a control program 
might be avoided by the very confidence it would engender. If controls finally 
had to be invoked, fear of price increases could be considerably lessened and 
so too would the problem of controlling such prices. 

Mr. President, I have devoted most of my remarks, thus far, to my philosophy 
and approach to the problem of price, wage, and salary control and the need and 
good practical sense for a standby system of such controls. The reason I have 
done so is because this is the more controversial part of my proposal and, if I 
may say, the side which I have heard very little argument for and which, it 
seems to me, ought to get some very serious consideration. It should be given 
especially serious consideration by those who have been most unsatisfied with 
controls. I think standby controls offer the best means that I know of by which 
the most irritating and unsatisfactory effects of controls can be eliminated or 
considerably lessened. 

Very briefly, the bill would continue until June 30, 1954, the various loan, 
purchase, loan guarantee, and development programs of financial aid to and 
would likewise extend the Small Defense Plants Administration. 

It would continue the priority and allocations programs of title I and the power 
of condemnation and requisition in title II, of the Defense Production Act, on a 
standby basis. The authority in these titles could only be invoked on the advice 
of the National Advisory Council. 

Similarly, rent control would be continued on a standby basis with the National 
Advisory Council advice necessary to invoke it initially on critical defense areas 
Its advice would also be necessary when rent controls are initially invoked on 
defense-rental areas. 

Credit control would likewise be on a standby basis and could be invoked 
initially on consumer goods (regulation W) only after consulting the National 
Advisory Council and a similar procedure would be required for the activation of 
real estate credit control (regulation X). 

The price and wage controls would be continued on a standby basis and the 
trigger of advising with the National Advisory Council would be required before 
invoking initially either selective or general controls, With a few exceptions the 
price and wage provisions are similar to those in the present act and it would be 
left to Congress to decide on the representative base period for adjusting ceilings 
prices after the freeze which would be imposed on prices and wages on the business 
day preceding the imposition of the control or controls. 

In introducing this bill, I am aware that there are many who have long shared 
my point of view on most economic and social problems who may disagree with 
me at this point. To those, all I can say is that my views have not changed. 
My experience and my study of this subject have increased my knowledge about 
it, and in sponsoring this legislation, it is my most profound and considered 
opinion that I am laying the best groundwork I know of to further promote and 
facilitate the system of free competitive enterprise, which has been the basis of 
my whole economic philisophy. It would take a great deal less courage and would 
result in a great deal less criticism, no doubt, if I chose not to introduce such a 
bill. But I believe it is my responsibility and my duty as a Senator and one who 
is privileged to serve as the chairman of the Banking and Currency Committee 
to bring this bill before you for your thoughtful deliberation and action. 

The bill does not contain all the provisions that I would prefer it to have, nor 
does it exclude many of the provisions that I would prefer to see out of the bill. 
It probably can be improved in many, many respects; but I believe it does offer 
a reasonable and satisfactory basis upon which you can begin thinking and 
acting. It is modeled after the most recent bill you enacted last session. 

If all my efforts but result in greater knowledge, if not action, my purpose 
will have been served. 
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{S. 1081, 83d Cong., Ist sess.} 


A BILL To provide authority for temporary economic controls, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Defense Production Act of 1950, as 
amended, is amended by adding at the end thereof the following new title: 


“TITLE VIII—TEMPORARY EMERGENCY PRICE, WAGE, AND RENT 
CEILINGS 


“Sec. 801. In spite of substantial increases which have occurred since the out- 
break of the conflict in Korea, prices are now generally in normal relationship and 
the economy as a whole is relatively stable. It is the sense of the Congress that 
stability can be maintained by the full and effective use of indirect controls 
barring unanticipated and adverse international developments. There is, how- 
ever, the ever-present possibility of further Communist aggression which may 
seriously jeopardize the American economic system unless proper safeguards 
exist for the immediate imposition of certain economic controls. The necessity 
for such safeguards is emphasized by the speedily destructive force of modern 
warfare which allows no delay in the taking of Executive action to insure the 
preservation of the well-being of the economy. The purpose of this title is to 
provide a basis for the imposition of price, wage, and rent controls for a temporary 
period in the event serious economic dislocations develop which threaten the 
national security or welfare. 

“It is the sense of the Congress that direct economic controls are incompatible 
with the American free-enterprise system and should be invoked only if an 
emergency arises serious enough to threaten the economic well-being or security 
of the United States. However, if such an emergency should develop the Presi- 
dent must have the power to employ immediate economic controls for such 
reasonable period of time as will give Congress an opportunity to act. 

“Sec. 802. There is hereby established a Natioral Advisory Council composed 
of members to be appointed by the President, by and with the advice and consent 
of the Senate. The membership shall be representative of business and industry, 
agriculture, labor, the military, and consumers. The President shall designate 
a Chairman from among the members. Such Council shall, upon request, advise 
the President on general policies relating to economic mobilization, in addition to 
performing the functions prescribed elsewhere in this title. Fach member may 
receive compensation not in excess of $50 per diem for each day he is actually 
engaged in the performance of his duties as a member, and, while away from his 
home or regular place of business, he may be allowed transportation and not to 
exceed $15 per diem in lieu of subsistence and other expenses while so employed. 
The members shall, in respect to their functions on the Council, be exempt from 
the operation of sections 281, 283, 284, 434, and 1914 of title 18 of the United 
States Code, section 412 of the Mutual Defense Assistance Act of 1949, and 
section 190 of the Revised Statutes (5 U.S. C. 99). 

“Sec. 803. (a) The President is authorized and directed, after consulting the 
National Advisory Council, whenever he shall find and declare that the exercise 
of such authority is necessary in the interest of national security or economic 
stability, to establish by Executive order ceilings on (1) the price, rental, commis- 
sion, margin, rate, fee, charge, or allowace paid or received on the sale or delivery, 
or the purchase or receipt, by or to any person, of materials and services, (2) 
wages, salaries, and other compensation paid or received with respect to employ- 
ment, and (3) rents paid or received for the use or occupancy of housing accommo- 
dations, at the levels prevailing as of the close of business on the business day next 
preceding the day on which the action is taken, or, if none prevailed on such day, 
then those prevailing on the nearest date on which, in the judgment of the Presi- 
dent, they are generally representative. All ceilings established under this title 
shall terminate ninety days after the issuance of such order, or at such earlier time 
as Congress may by law provide, and the authority conferred by this title to 
establish ceilings shall not thereafter be exercised. 

“(b) The President may provide exemptions from ceilings in the case of any 
materials or services or transactions therein, or types of employment, or housing 
accommodations of any class or in any area, if he finds that (1) such exemption 
is necessary for national defense, or (2) the imposition of such ceilings would be 
impracticable or unnecessary in order to effectuate the purposes of this title. 

“(e) Notwithstanding any other provision of this section the President may 
exercise any authority granted to him by this title without prior consultation 
with the National Advisory Council in the event a state of war exists. - 
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“Suc. 804. The President may make such rules, regulations, and orders as he 
decms necessary and appropriate to carry out the provisions of this title. When- 
ever in the judgment of the President such action is necessary or proper in order 
to effectuate the purposes of this title, he may, by regulation or order, regulate 
or prohibit speeulative or manipulative practices or renting or leasing practices 
(including practices relating to the recovery of possession) in connection with 
any housing accommodations, which in his judgment are equivalent to or are 
likely to result in rent increases inconsistent with the purposes of this title. 

“Sec. 805. (a) Regardless of any obligation heretofore or hereafter entered 
into, it shall be unlawful 

‘“(1) for any person to sell or deliver, or in the regular course of business 
or trade to buy or receive, any material or service, or to demand, accept, 
receive, or retain any rent for the use or occupancy of any housing accom- 
modations, or otherwise to do or omit to do any act, in violation of this title 
or any regulation, order, or requirement issued thereunder, or to offer, 
solicit, attempt, or agree to do any of the foregoing; or 

‘“(2) for any employer to pay, or any employee to receive, any wage, 
salary, or other compensation in contravention of any regulation or order 
promulgated by the President under this title. 

The President shall prescribe the extent to which any payment (including any 
wage, salary, or compensation payment), either in money or property, made in 
contravention of any such regulation, order, or requirement shall be disregarded 
by the executive departments and other governmental agencies in determining 
the costs or expenses of any person for the purposes of any other law or regulation, 
including bases in determining gain for tax purposes. 

**(b) Any person who willfully violates any provision of this section shall, upon 
conviction thereof, be subject to a fine of not more than $10,000 or to imprison- 
ment for not more than one year, or both. 

“Src. 806. Nothing in this title shall be construed to require any person to sell 
any material or service, or to offer any housing accommodations for rent, or to 
perform personal services. 

“Src. 807. As used in this title 

“(a) The term ‘rent’ means the consideration, including any bonus, benefit, or 
gratuity, demanded or received for or in connection with the use or occupancy of 
housing accommodations, or the transfer of a lease of housing accommodations. 

“(b) The term ‘housing accommodations’ means any building, structure or 
part thereof, or land appurtenant thereto, or any other real or personal property 
rented or offered for rent for living or dwelling purposes (including houses, apart- 
ments, rooming or boarding house accommodations, and other properties used for 
living or dwelling purposes) together with all privileges, services, furnishings, 
furniture, and facilities connected with the use or occupancy of such property. 

“Src. 808. This title shall become effective on May 1, 1953.” 

Sec. 2. (a) Subsection (a) of section 717 of the Defense Production Act of 1950, 
as amended, is amended by inserting before the period at the end thereof a semi- 
colon and the following: ‘and title VIII of this Act and all authority conferred 
thereunder shall terminate at the expiration of ninety days after the President 
proclaims that the existing international emergency requiring the involvement of 
armed forces of the United States in actual hostilities in the Korean conflict has 
ended”. 

(b) Subsection (b) of such section 717 is amended by adding at the end thereof 
the following: 

(4) Sections 702, 703, 705, 706, 707, 710, 711, 713, 715, and 716 of this Act shall 
continue in effect until the expiration of title VIII of this Act; except that section 
705 shall not become operative until the President establishes ceilings on prices, 
wages, and rents under title VIII.” 


Dicest ny Section or Tit.te VIII, Derense Propuction Act or 1950 
As AMENDED 


SHORT TITLE 
Temporary emergency price, wage and rent ceilings. 


DECLARATION OF POLICY 
Section 801 
Prices now relatively stable and in normal relationship, though substantially 
above pre-Korea. Congress feels such stability can be maintained by indirect 
controls, barring adverse international developments. Threat of further Com- 
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munist aggression and speedily destructive force of modern warfare require 
tegislative and organizational safeguards to provide machinery for speedy Ex- 
ecutive action in the event of serious economic dislocations to insure preservation 
of well-being of our Nation. 

Congress believes direct economic controls incompatible with free enterprise 
system and should be invoked only if emergency seriously threatens economic 
or national security. However, should such emergency develop, the President 
must possess authority to invoke immediate economic controls for reasonable 
period of time until Congress has opportunity to act. 


NATIONAL ADVISORY COUNCIL ESTABLISHED 
Section 802 


Members appointed by President by and with the advice and consent of 
Senate. Membership shall be representative of business and industry, agri- 
culture, labor, the military, and consumers. Function to advise President 
on general policies relating to economic mobilization. Compensation $50 per 
day while engaged in duties and transportation costs plus not over $15 per diem 
allowance. Members are exempt from “conflict of interest’’ statutes. 


$0-DAY FREEZE 
Sectian 803 (a) 

President authorized and directed, after consulting with National Advisory 
Council if he finds exercise necessary in interest of national security or economic 
stability, to establish ceilings by Executive order on (1) prices, (2) wages, (3) rents 
on housing accommodations at levels close of business day next preceding day 
freeze ordered. If no such levels prevailed, then those prevailing nearest date 
generally represented. — All ceilings effective for 90 days after freeze order issued, 
or for such shorter period as Congress may by law provide. 


EXEMPTIONS 
Section 803 (b) 


President may provide exemptions if he finds (1) necessary for national defense, 
or (2) imposition impracticable or unnecessary. 


STATE OF WAR 
Section 803 (c) 


In event state of wars exists, President may exercise authority without prior 
consultation with National Advisory Council. 


RULES AND REGULATIONS 
Section 804 

President may make rules and regulations and orders necessary to carry out 
purposes of title. President may prohibit speculative or manipulative practices 
(including eviction practices) in connection with housing accommodations which 
in his judgment would result in rental increases. 


VIOLATIONS AND PENALTIES 
Section 805 (a) (1) 


Violations of price ceilings made unlawful. 
Section 805 (a) (2) 

Violation of wage provisions unlawful. 

President may prescribe extent overpayment may be disregarded in deter- 
mining costs or expenses for purposes of any other law, including basis in deter- 
mining gain for tax purposes. 


Section 805 (b) 


Willful violation punishable by fine of not more than $10,000 or imprisonment 
for not more than 1 year, or both. 


INVOLUNTARY SERVITUDE PROHIBITED 
Section 806 


No person shall be required to sell any material or service or perform personal 
services. 
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DEFINITIONS 
Section 807 (a) 
‘‘Rent’”’ means any consideration or benefit received for or in connection with 


the use or occupancy of housing accommodations, or the transfer of a lease of 
housing accommodations. 


Section 807 (b) 


‘Housing accommodations’’ means any building or structure used for living or 
dwelling purposes together with privileges, services, furnishings, and facilities 
connected with the use or occupancy of such property. 


EFFECTIVE DATE 
Section 808 
May 1, 1953. 
TERMINATION 
Section 2 (a) 
This title terminates 90 days after President proclaims end of hostilities in 
Korea. 


Section 2 (b) 

Incorporates and extends sections 702 (Definitions), 703 (Delegation of Au- 
thority and Creation of New Agencies), 705 (Obtaining Information and Re- 
quiring Maintenance of Records), 706 (Injunction, Venue, Service of Process), 
707 (Exculpatory Provision), 710 (Authority To Create Super Grades, and Pro- 
hibits Speculation on Commodity Exchanges), 711 (Authorizes Appropriations), 
713 (Provisions Applicable to United States, Territories, Possessions, and District 
of Columbia), 715 (Unconstitutionality of Provision Not To Affect Balance of 
Act), 716 (Persons Advocating Right To Strike Against Government or Member 
of Subversive Organizations Not To Be Employed Under Act and Such Persons 
Employed May Be Prosecuted). Section 705 not operative until freeze invoked. 





STATEMENT OF SENATOR CAPEHART Upon INTRODUCTION OF S. 1081 


I have prepared an amendment to the Defense Production Act of 1950 in which 
Senators Maybank, Beall, Bush, Douglas, Frear, Fulbright, Ives, Lehman, 
Payne, Robertson, and Sparkman have joined as cosponsors 

This amendment authorizes and directs the President, after consultation with 
the National Advisory Council, to invoke for a period not exceeding 90 days a 
price, wage, and rent freeze if the President finds serious economie dislocations 
threaten our national security or our economic stability. In the event a state of 
war exists, consultation by the President with the National Advisory Council is 
not required before the imposition of such temporary controls 

Authority is granted the President to make such exemptions from the freeze as 
are necessary for the national defense or where the imposition of such ceilings is 
impracticable or unnecessary 

The authority of the President to take action under this amendment expires 
90 days after he proclaims hostilities in the Korean conflict have ended. 

My purpose in drafting this alternative to my original proposal for standby 
controls is to assure the fullest and broadest consideration by the administration 
and the Congress of the whole problem in the light of logical and possible ap- 
proaches to this most complicated subject 

It is a possible middle-ground approach consisting of legislation now, in order to 
authorize a temporary freeze and legislation after the freeze to determine what 
stabilization action should follow the freeze. 

The merit of such an alternative proposal is that it provides a method for 
restraining sharp price increases in the event of a serious national emergency 
by allowing a lid to be placed immediately and temporarily on prices, wages, and 
rents and enables Congress to have a reasonable period of time in which to take 
action on overall stabilization legislation, tailored to meet the then existing 
conditions. 


The CuarrMan. Our first witness this morning will be Mr. Charles 
W. Holman, secretary of the National Milk Producers Federation. 
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Mr. Holman, I see you have quite a long statement. Do you wish 
to read the statement complete or would you like to have it inserted 
in the record and then just talk extemporaneously on it? What is 
your pleasure? 

Mr. Houtman. Mr. Chairman, I think this statement can be handled 
in about 25 minutes. 

The CuatRMAN. Do you prefer to read it? 

Mr. Homan. I think it might be better. 

The CHAIRMAN. Proceed in your own way, then 


STATEMENT OF CHARLES W. HOLMAN, SECRETARY, NATIONAL 
MILK PRODUCERS FEDERATION 


Mr. Houtman. Mr. Chairman and members of the committee, I am 
Charles W. Holman, with offices at 1731 I Street, in this city. 

I am secretary of the National Milk Producers Federation. It is a 
national organization of 460,000 dairy farm families residing in 46 
States. These farmers and families annually express their convictions 
as to public policy at a convention of more than a thousand delegates. 
The voting delegates are from 95 organizations connected with our 
more than 600 submember cooperatives. 

The volume of milk and cream sold or manufactured in various 
forms by these cooperatives exceeds 22 billion pounds a year. That 
is more than one-fifth of all the milk and cream leaving United States 
farms in commerce, and is equal to two-thirds of all world trade in 
dairy products. 

By resolution of our last annual convention held at Atlanta, Ga 
I am appearing today in connection with the bills S. 753 and S. 1081, 
introduced for hearing purposes by Chairman Capehart. My state- 
ment, however, will be directed toward the Defense Production Act. 

Senator Bennerr. May I interrupt Mr. Holman at this point? 

Your figures are confusing. You ask us to believe that what you 
produce is only one-fifth of the milk and cream leaving United States 
farms but it is two-thirds of all world trade. 

Mr. Houman. That is correct, sir. The reference of two-thirds 
means all milk and cream in various forms that goes into international 
trade, leaving their borders. 

Senator Bennetr. Then what you are saying is not “all world 
trade,’’ you are saying ‘international trade.” 

Mr. Houman. We make a distinction in our office between domestic 
trade of any nation and world trade. That is why I think the figures 
are correct as I have given it to you. 

For example, it used to be that there were more than 1 billion 
pounds of butter in world trade. That was the butter which left 
each nation and went across the seas in various ways. That is what 
we would call world trade. 

Senator Bennerr. | wanted to get it clear because world trade 
seems to be the ultimate addition. of all trade and the figure was 
confusing. 

Thank you. 

Mr. Hoxtman. I hope that I have made it clear as to our interpreta- 
tion. 

Senator Busx. You are talking about international trade? 

Mr. Hotman. Yes. 





de 


sti 
co 
ar 
wi 


eae Oe es 


— 


u Wish 
serted 
hat is 


indled 


ONAL 


,l am 


It isa 
in 46 
ctions 
gates. 
h our 


arious 

That 
States 
ide in 


, Ga., 
1081, 
State- 

Act. 
oint? 
t you 
states 


‘hirds 
Honal 


world 


2estic 
gures 


illion 
1 left 
what 
trade 


| was 


reta- 


STANDBY ECONOMIC CONTROLS 49 


Here are the high points of my testimony: 

We favor continuation for another year of title I of the act 
dealing with allocations of basic raw materials. 

2. We favor retention of section 104 in that title providing for 
standards to guide the Secretary of Agriculture with regard to the 
control of imports of competitive dairy products. Those provisions 
are a necessary adjunct to our domestic-price-support program. We 
would like to have that control power extended beyond the life of the 
Defense Production Act if such action is possible. 

3. We are asking that the Congress do not extend the provisions of 
the act relating to price and wage controls. 

4. We oppose standby powers for price and wage controls. 

5. Notwithstanding our position as to standby controls we recognize 
that some emergencies might develop which would make it necessary 
for the President to ask the Congress for reenactment of a price- and 
wage-control law. Therefore, we would not oppose the Congress 
giving him interim power to issue a freeze order on all prices and all 
wages connected with the production, processing, and handling of 
commodities, such as the chairman has introduced in S. 1081. 

6. If in the judgment of this committee standby control powers are 
to be recommended, we request reenactment in the language of the 
existing Defense Production Act of (a) exemption of the Agricultural 
Marketing Agreement Act of 1937, as amended, (b) exemption of the 
Agricultural Act of 1949, (c) retention in its original text of the Cole- 
Ives amendment dealing with price ceilings for milk and cream in areas 
other than Federal order markets and (d) retention in the original text 
of the Talle amendment providing for comparable treatment with 
respect to price ceilings on milk and cream intended for manufacturing 
purposes. 

The reason that we are asking for the retention of the original 
language is that some changes and omissions have been made in 5S. 
753 which we believe would weaken the effectiveness of controls and 
make it difficult for the Secretary of Agriculture to make price adjust- 
ments which would preserve the necessary comparable relationships 
among dairy commodities. 

Summary of the dairy situation: Basic to a consideration of the dairy 
farmers’ interest in the pending legislation is a brief background pic- 
ture of the dairy situation. 

From 1924 until 1939, with the exe eption of the depression years of 
1931-33, milk production per capita in the United States did not 
vary more than 1 or 2 percent from 800 pounds. Beginning with 
1940, under stimulus of Government to meet expanded needs for 
military and foreign aid, there was a very sharp increase in production 
of milk and many milk products. By 1942 per capita production of 
milk had increased to 879 pounds from a prewar average of 800 pounds. 
This increase was maintained through 1945 and 1946 at rates of 856 
and 832 pounds, respectively. 

During the war years, the increased production did not present a 
problem because a large part of our total supplies were diverted to war 
purposes. Also our domestic rate of milk consumption reached an 
all-time high because of increased personal incomes and subsidized 
milk prices. Production was encouraged in many regions that had 
formerly been cream-shipping areas by the opening of whole-milk 
markets through Government-sponsored milk-drying plants. 
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Annual butter consumption per capita dropped 171 pounds, that 
is, in terms of milk equivalent from 1939 to 1952. Without doubt 
this severe decline was assisted by governmental butter rationing and 
discriminatory pricing programs during the war that sharply reduced 
the quantity of butter available for home use. Most of the decline 
came before 1945. From 1945 to 1952 per capita consumption of 
butter in milk equivalent fell about 41 pounds and of fluid milk, 
approximately 32 pounds. 

Senator Bricker. How much below the average of 800 pounds did 
that bring it? 

Mr. Houtman. The average production was approximately 733 
pounds in 1952, Senator Bricker. 

These decreases, plus a leveling off of milk required for war needs, 
coupled with the severe cutback in milk production per capita, 
assisted in bringing our consumption requirements and production 
about in balance during 1951 and most of 1952. This balance was 
struck at per capita production rates of approximately 740 pounds, 
as compared to prewar rates of 800 pounds and midwar rates up to 
879 pounds. Truly our dairy farmers have done an excellent job 
toward adjusting production to requirements. 

Senator Bricker. How much of that was due to consumption of 
oleo? 

Mr. Houman. Senator, the consumption of butter in 1939 was 
approximately 1,750,000,000 pounds a year, and the consumption 
of oleomargarine in that year ranged from a quarter of a billion to 
300 million pounds. 

During this period, and particularly since the Congress enacted 
the last oleomargarine law, the reduction in consumption of creamery 
butter has fallen to about 1,100,000,000 pounds. 

Senator Bricker. That is about 200 million pounds? 

Mr. Houtman. More than that. About 600 million pounds. 

The consumption of oleomargarine has increased to where it is 
almost 1.2 billion pounds. The two commodities have shifted their 
positions since the beginning of the oleomargarine legislation. 

The CuHarrman. Is there more oleomargarine sold today than there 
is butter? 

Mr. Hoitman. That is right, about a hundred million pounds more 
of oleo. 

The CuarrMan. Has that an effect on this falling off of eight-hun- 
dred-and-some pounds that we are talking about? 

Mr. Houtman. We think it is the major effect. 

There are other things, too; there is the accumulation of fat result- 
ing from the development of other imitation dairy products, such as 
imitation ice cream, and the development in States of imitation evapo- 
rated milk, and so on. 

Then, of course, we also have this problem of import relationship 
to the whole question. 

Senator Bricker. How about the utilization of vegetable products 
for cooking purposes? 

Mr. Houman. I did not hear that. 

Senator Bricker. What has been the effect of the increased use of 
vegetable products for cooking purposes? 

Mr. Houman. Senator, that has been a constant problem with us 
for many years. Most of the time the use of cottonseed oil, for ex- 
ample, has been in cooking and a little bit has been used in salad 
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dressings. There has been a growing use of soybean oil both in cook- 
ing and in paint utilizations. 

The use of imported vegetable oils has dropped off largely because 
of the two great typhoons which took place 2 years ago in the Pacific 
which knocked out most of the coconut trees. Those plantations, 
however, are beginning to come back, and you will note in connection 
with that an increase in the use of coconut oil in this country, par- 
ticularly in connection with the imitations of ice cream. 

United States foreign trade in dairy products: Historically, the 
United States dairy industry has been on a self-sufficient basis, neither 
exporting nor importing in any sizable volume. From 1925 until the 
beginning of World War II, neither our imports nor exports reached 
an annual volume of 1 billion pounds milk equivalent, or were equal 
to 1 percent of our total milk production. Under the stimulus of 
lend-lease and other foreign-aid programs, our exports and shipments 
of dairy products reached a record peak of 3.8 billion pounds milk 
equivalent in 1947. But with the reduction of export subsidies, 
dairy exports declined rapidly and were less than seven-tenths of a 
billion pounds milk equivalent in 1952. This was less than two-thirds 
of 1 percent of our total milk production. 

In that connection, I believe the last time I testified before this 
committee on this subject, I introduced evidence showing that instead 
of our having a normal, much greater export of dairy produc ts than 
imports, that from 33 to 90 percent of our dairy exports were really 
given away with Government money. 

Import controls under section 104: I will turn now to the specific 
legislation before the committee. 

We are vitally concerned with the retention of import controls 
under section 104. The powers which it confers on the President 
and the Secretary of Agriculture are urgently needed at the present 
time, and under no condition should they be placed on a standby 
basis. Only the controls imposed under section 104 stand between 
us and a debacle in price-support operations that would put to utter 
shame the potato deal of a few years ago. 

Section 104 provides only a bare minimum of protection against 
imports. It is designed to admit imports freely to the fullest extent 
that the domestic market can absorb them without injury—and im 
fact 15 percent beyond this point. It is only when imports threaten 
to go beyond this point that section 104 comes into play and provides 
a valve which holds the flow to a safe level. 

Senator Bricker. That supports the price of cheese more than 
anything else, does it not? 

Mr. Houtman. It supports all dairy products. 

The Secretary of Agriculture, in interpreting the action of the 
Congress first took for cheese the average of the 3 years, 1948, 
1949, and 1950 to be the minimum quotas allowed to come in. 

Those 3 years happened to average the highest imports into the 
United States since 1939. 

Senator Bricker. In what products? 

Mr. Houtman. In cheese. It would be cheese. 

Senator Bricker. Nonfat and dry milk powder? 

Mr. Houtman. Yes, sir. They were not permitted to enter. Cheese 
was set at the 3-year average. 

You may recall in the followi ing year the Congress amended the law 
and made the quates applic ‘able on a varie ty and type basis rather 
than to allow the Secretary just to say, “all cheese.” 
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Senator Bricker. Letting in more of the noncompetitive cheese? 

Mr. Houtman. That is right and we recommended it to this particular 
committee. However, for some time we were unable to get the Secre- 
tary of Agriculture to place any quotas at all upon whole milk powder 
or buttermilk powder. Not only were these quantities increasing very 
rapidly, but the exporters were really filling, particularly the butter- 
milk powder, with excessive amounts of fat, which were as high as 
26 percent of the buttermilk powder, which is not supposed to have 
any fat in it—maybe one-half of 1 percent—got up to around 26 per- 
cent of butterfat, which is another way that they had of getting around 
the regulations. 

Senator Bricker. From where were most of those products com- 
ing; the low countries? 

Mr. Houtman. That is right, they come in primarily from the 
Netherlands, Denmark, Italy, New Zealand, Norway, Australia, 
France, Canada, Switzerland, Argentina, and Finland. Most of those 
countries have also manipulated their exchange, as I will speak of 
somewhat later. 

I simply remarked that section 104 is based primarily upon the ex- 
ception to the General Trade Agreement signed at the Geneva Con- 
ferences, and notwithstanding the charges that have been made 
against it, we maintain that it is strictly in line with the will of the 
Congress and also the exception provided for by our own State De- 
partment and the other nations. 

Senator Bricker. That is commonly called GAT, the General 
Agreement on Trade? 

Mr. Houtman. And it was modified at Torquay, England. 

Section 104 is flexible and adjusted to supply-demand factors in the 
domestic market. Thus in times of widespread drought and shortages 
of domestic supplies, increased amounts of imports can be admitted 
without causing injury. Conversely, when there is an oversupply in 
this country, the volume of imports would have to be adjusted down- 
ward to prevent further injury. 

Because of these factors, section 104 does the job assigned to it— 
namely, to maintain an adequate and dependable domestic source of 
supply of such essential food as milk and dairy products during the 
present emergency in international affairs. It does this with the least 
possible restriction on imports consistent with its purpose. 

As to the protests by foreign nations of our dairy-import policies, 
it should be noted that section 104 is carefully drawn within an 
exception to the General Agreement on Tariffs and Trade. State- 
ments to the effect that it violates the trade agreements are not true. 

Article XX1 of the general agreement, relating to exceptions, reads 
as follows: 

Nothing in this agreement shall be construed—(b) to prevent any contracting 
party from taking any action which it considers necessary for the protection of 
its essential security interests—(iii) taken in time of war or other emergency in 
international relation. * * * 

Foreign protests to United States import quotas on dairy products: 
Since the United States established quotas on various dairy-product 
imports, protests have been received by our State Department from 
the Netherlands, Denmark, Italy, New Zealand, Norway, Australia, 
France, Canada, Switzerland, Argentina, and Finland. These pro- 
tests have taken the attitude that we were preventing them from 
earning dollars with which other products could be bought from the 
United States. 
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Most of the important dairy-product exporters among these coun- 
tries have by currency devaluation made it impossible to trade with 
them on a free-trade, or even-tariff, basis. These countries for the 
most part require import licenses for United States imports and have 
various other trade controls and methods of discriminatory pricing in 
effect. 

I recall last year I spoke to this committee and pointed out that 
one of the countries which notably decreased the value of their cur- 
rency was Denmark which had decreased, as I recall, 31 percent, 
giving them a tremendous advantage both in exporting to us and in 
the utilization of any American dollars they could take over to Den- 
mark and spend them on the lower value, internally controlled 
currency. 

Despite those barriers raised by the foreign nations the United 
States has been very liberal in accepting their exports in recent years 
as compared with prewar years. 

As compared with 1937, the percentage of the total exports of all 
products from each of the specified countries that the United States 
received in 1951 was as follows: 


1937 1951 1937 | 1951 

Netherlands 5 6 France __. 6 6 
Denmark 2 2 Canada 37 59 
Italy -- ~ 7 Switzerland 7 13 
New Zealand 7 12 Argentina 13 320 
Norway. 10 7 Finland 8 | 6 
Australia... 7 15 | | | 

11938. 

31950 

Source: International Financial Statistics. International Monetary Fund. February 1953. 


These figures indicate that the legislation we were asking, this 
committee to enact did not, despite the accusations made against it, 
decrease imports into the United States. 

It is only in the cases of Italy, Norway, and Finland that the 
United States was taking a smaller percentage of their total exports 
in 1951 than we were prewar. 

A great many varieties of Italian cheese have been freed from 
quota control, and quotas on other varieties appear to be rather liberal. 

I might state there that the original quota given Italy was so large 
that Italy was unable to export to us as much cheese as she would 
have been allowed to by Secretary Brannan, 

Consequently, when Italy was unable to furnish us the cheese that 
they were yelling about that they could not ship to us, it became 
necessary for the Department of Agriculture to shift the license to 
another country. 

Norway and Finland export practically no dried milk, canned milk, 
nor butter. The 2 together exported 20 million pounds of cheese in 
1951 out of a total of 779 million pounds entering world trade. Of 
Norway’s 1951 cheese exports the United States received one-fourth. 

In 1951, the proportion of Denmark’s and France’s exports that 
we took was the same as in 1937. However, the volume of dollars 
that they received from tourist trade and other sources was of a 
very great magnitude. 

The other six protesting countries appear to have done quite well 
toward increasing the share of their exports that go to the United 
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States. Australia, Canada, New Zealand, Argentina, and Switzer- 
land all have about doubled their shares. That is the proportion of 
their exports that came to us. 

What would happen without quotas: In 1950 the total world trade 
in dairy products in terms of milk equivalent was 32.9 billion pounds. 
With 33 billion pounds of milk available for world trade in various 
products, with an almost unlimited potential beyond this, and under 
existing price relationships between the United States and dairy ex- 
porting countries—what would happen to imports in the absence of 

uotas? 

7 In September 1949, New Zealand, Denmark, Australia, the Nether- 
lands, and Norway, all heavy exporters of dairy products, devalued 
their currencies more than 30 percent. The result was to render 
United States tariffs ineffective. This may be seen by a comparison 
of butter prices in these countries and the United States before and 


since devaluation. 
[Cents per pound] 





Before de- | Since devaluation 
Country | ae rete ater 
August 1949) 1950 December 1952 
eer ee — — ee | | 
New Zealand 42.7 32.6 | 39. 2 
Denmark ; 57.7 | 34.6 | 42.2 
Australia __- 43.1 33.7 39.0 
Netherlands - ; 66.7 | fy re aia 
United States oni : bud 60.6 | 61.7 | 67.1 











Source. Internationa] Financial Statistics. International Monetary Fund. February 1953. 


Note.—An estimate of the landed cost on today’s markets may be obtained by adding the tariff of 7 cents 
and a transportation cost of 3 to 4 cents. 


As an example, butter from New Zealand, Australia, or Denmark 
could be landed in the United States today at 50 to 53 cents per 
pound as compared to our support price of 67.75 cents, which will 
continue until March 31. 

You will notice that the manipulation of their currency has given 
them a tremendous economic advantage. 

In addition to currency devaluation, Denmark, for example, has 
had the custom of establishing different prices on exports to differ- 
ent countries without reference to cost or the relationship of prices 
of other dairy products. It was brought out at a hearing on blue 
mold cheese before the United States Tariff Commission on April 14, 
1952, that Danish blue cheese prices quoted to United States cheese 
importers were set by a Danish quasi-governmental dairy export asso- 
ciation at arbitrary levels on the advice of a representative stationed 
in the United States. 

From 1945 through 1951, total supplies of blue cheese available for 
consumption in the United States were fairly constant, at about 10.5 
million pounds. In 1947 total supplies were about 11 million pounds, 
with domestic production furnishing almost 100 percent. 

On September 18, 1949, Denmark devalued its currency 30.5 per- 
cent, and in May 1950, the tariff was reduced from 5 to 3 cents— 
that is our tariff—and from 25 to 15 percent ad valorem on the signa- 
ture of Denmark to the Trade Agreements Pact. In 1950, 3.5 million 
pounds of blue mold cheese were imported, of which 3.2 million pounds 
came from Denmark. Imports represented 31.3 percent of our total 
supplies. In 1951 over 5 million pounds of blue mold cheese were 
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imported, of which more than 95 percent came from Denmark. In 
1951 imports represented about one-half of total domestic supplies. 

In other words, as the Danish imports under those favorable con- 
ditions in Denmark came into this country, our production of blue 
mold cheese had to decline until Denmark and the United States 
shared about one-half each of the sale of the product without any 
particular increase in the domestic consumption of it. 

Senator Bricker. Is that a locally competitive cheese? Is it of 
the same quality? 

Mr. Ho.tman. It is pretty close to the same quality, Senator. 
The Danes have a good clean milk on the whole. We do not think 
it is quite as clean as ours. The method of making cheese is almost 
identical. While I believe personally that some of our companies 
produce the finest blue cheese in the world, I would say on the average 
it is just about the same. 

Encouraged by the prospects of an import quota which actually 
was established in July 1952, domestic production regained its 1946 
and 1947 level of 11.2 million pounds in 1952. 

Another example of greatly expanded imports without quotas is 
the case of dry whole milk. Under the mandate of section 104 of 
the Defense Production Act, import restrictions were placed on butter, 
nonfat dry milk solids, cheddar cheese, blue mold cheese, and certain 
Italian varieties. 

Whole milk powder until recently remained uncontrolled. As 
result, our imports of whole milk powder increased from 24,000 
pounds in 1950 to 9 million pounds in 1951, and to 37 million pounds 
in 1952. In 1948, we were a net exporter of 100 million pounds of 
dry whole milk powder. In 1952, our imports equaled our exports. 
New Zealand, the Netherlands, Sweden, Denmark, and Canada had 
all entered the dry whole milk export business, and were not only 
substituting dry whole milk for other dairy products that our quotas 
limited, but were taking our own export markets from us. 

Aside from currency devaluation, other trade barriers have been 
raised by foreign nations. For example, of the nine principal coun- 
tries from which the United States receives cheese imports, eight have 
some form of control over all or certain imports from the United 
States. Argentina, Canada, Denmark, France, Italy, New Zealand, 
and Norway all require import licenses for some or all goods imported 
from the United States. The Netherlands and the British Common- 
wealth each have their ‘monetary areas,’’ exchange controls, preferen- 
tial tariff rates and political ties. 

From this, it is apparent that we do not live in a world of free 
trade and, until the conditions prevail that contribute to participation 
in free trade without economic ruin, the United States cannot afford 
to dispense with import controls on dairy products. 

Senator Bricker. Of course, that has a very direct relationship to 
the amount of butter that the United States has to buy at the present 
time, does it not? 

Mr. Houtman. That is very true. Without the small protection 
given by section 104, the United States would find itself in the position 
of supporting the world price of butter. 

Now I am one of those old-fashioned people who believe in world 
trade. I believe in importing all the coffee we can import and all 
of the tea we can import and all of the tin that is necessary, but I have 
never been able to understand why it is desirable for a government to 
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allow products to come into a country when that same country is 
producing more than it can use. 

I think that world trade really means selling them the stuff that 
they need and buying the stuff from them that we need, but not neces- 
sarily exchange, and particularly under this modern condition that 
we have where we have to have the price supports. 

We continue to allow unnecessary imports to come into the United 
States. 

Senator Bricker. What do you know about the relative consump- 
tion of dairy products in those countries that are exporting to the 
United States, as compared with ours? 

Mr. Hotman. I am unable to answer that question, Senator 
Bricker, but we can produce it for you. 

Senator Bricker. I would like to have that, the amount of in- 
dividual consumption of dairy products. 

Mr. Houtman. We will supply the information. 

(The information referred to follows:) 


Milk and dairy products consumption: Whole milk equivalent of total fluid milk and 
dairy products consumed, product weight of fluid milk, butter, cheese, condensed 
and evaporated milk, and dried milk consumed, per capita, selected countries, 
prewar average ' and 1950 preliminary 






































[Pounds] 
} 
Whole milk j | 
once Fluid milk,| Butter, Cneese, | Condensed 
| milk at product product product and evap- | Dried milk,* 
dairy wieight weight weight orated total 
Countries products consumed | consumed | consumed milk ? 
consumed | 
Pre P. Pre Pre- Pre Pre- | 
on re- | | Pre- . be 
war | 1950 | war | 1950 war 1¥50 war 1950 war 1950 | war 1950 
——_—_—_—__—_—__—__ — ————— 
Canada __.|1,090 | 1,100 | 430 | 425 | 31.0) 23.5] 38] 46] 71/193] 1.9] 63 
United States 799 776 | 338) 385 | 16.9 | 10.7 5.3 7.7 | 18.5 | 25.0 1.9 3.9 
Cuba Pt | Iw Eas : 7.11153] (4) oe 
Austria | 721 | 514 | 5466 | 289 6.5 7.3 9.3 4.1 (6) 2 (8) .4 
Belgium | 763} 908] 171 | 219] 20.4] 23.5] 81}/ 90] 1.1] 98] 1.4 2.6 
Czechoslovakia - . 627 | (4) 270 | (4) 12.8 (4) 7.4 (*) -l (4) os (*) 
Denmark A 823 7 588 369 | 361 | 19.4 10.5 | 13.8 | 10.0 os (4) 3 (4) 
Finland 1,357 | 1,124 | 710 604 | 26.9 | 22.0 3.1 aT Tt. ae si44-[danens 
France 628 642 | 193 198 | 12,8 | 13.0 | 14.3 | 14.5 5 Ht. 43 5 
Germany, Western * 788 | 9630 | 266 | 210 | 17.6 |*13.7 Bed ee Ee tise ncdclawnne | 5 aan 
Greece 10 | 219 180 | $88 | $85) 21] 1.5]189] 13.6 | ree As eth ae 
Ireland __. 1,151 | 1,388 324 | 366 | 33.4 | 40.3 a 2.0} 1.0 3 -3 | .3 
Italy ‘ 223 | 257/ 80 106} 2.6} 28] 11.2-).0.3 [.-.---]-- | | ie 
Netherlands 800 | 651 272 337 | 15.2 6.2 | 15.9 | 13.2 1.5 4.3 2.2 6.0 
Norway 925| 988] 387| 563 | 15.2] 10.8 | 16.8 | 17.2 |......].-.-..|----.-].-..-. 
Sweden --/1,261 | 1,356 | 521 | S11 | 22.1 | 31.1)14.8)17.4] 24] .3] .4] 1.7 
Switzerland 987 | 7 987 542 511 | 14.0 | 13.8 /)17.9/| 204; .2) @ 1.0) 
United Kingdom 951 875 218 347 | 24.8 | 16.5 9.0} 10.1 | 11.4 6.6 1.4 3.3 
Argentina . = .| | eh cagge ot .2| .9 -3 | of 
Union of South Africa eee ene a oS peel 1, sk 
Republic of the Philip- | 
pines ' 2.7 5.0 a 3 
Australia * 974 975 | 234 | 320| 31.4| 24.8] 39] 66] 33] 84) 2.0 3.4 
New Zealand ° 1,277 |71,358 | 423 | 499 | 39.4) 44.2) 50) 7.9) 31) @ -6) 








1 Prewar averages are for years 1934-37 for Austria and Belgium; 1933-34 to 1937-38 for Czechoslovakia 
Greece, and Norway; 1935-38 for Western Germany; 1935-39 for Canada; and 1934-38 generally for others. 

* Prewar averages are for years 1935-39 for Canada and Cuba; 1937 and 1938 for the Netherlands; 1937 for 
Czechoslovakia, France, Ireland, and Sweden; 1939 for Argentina; and 1934-38 principally for others. 

3 Prewar averages are for years 1935-39 for Canada; 1937-38 for Ireland; 1937 for Czechoslovakia and France; 
1938 for Sweden and New Zealand; 1939 for Argentina; and 1934-38 principally for others. 

4 Not available. 

5 Includes canned and dried milk in terms of fluid milk. 

6 Converted and added to fluid milk. 

7 Does not include canned and dried milk. 

§ Excludes the Saar and western sectors of Berlin in prewar years and excludes the Saar but includes the 
western sectors of Berlin in 1950. 
* Year ending June 30. 
1 Includes the milk of cows, buffaloes, sheep, aru goats. 
1! Includes the milk of cows, sheep, and goats. 


Source: Office of Foreign Agricultural Relations, April 1952. 
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The CuHarrMAN. Do you say we are importing about the equivalent 
of what the Secretary of Agriculture is purchasing in dairy products? 

Mr. Houtman. We are importing somewhat less right now. 

Senator CapEHART. But at the moment, the Secretary of Agri- 
culture is buying about the same amount of butter; that is, dairy 
products and ‘milk, as we are importing? 

Mr. Hotman. Not butter, Senator. You see, there was little butter 
imported during the last World War period. 

Senator Busu. Is there any commodity in which that would apply? 
Is the Secretary buying cheese? 

The CuHarrMan. In other words, are we importing more cheese 
than the Secretary of Agriculture is buying? 

Mr. Houtman. Senator, at the present time, or in 1952, we have 
been importing dry whole milk, about 37 million pounds. 

Our support purchases of dry milk powder—that is nonfat— 
have been 116 million pounds. 

Senator Bricker. How about cheese? 

Mr. Houtman. There are different types of cheese, sir, but the 
total of all cheese imported was 49,172,000 pounds, and our cheese 
support purchases to date, are about 30 million pounds. 

There was little support purchase of dairy products in 1951 or 
before November 1952. 

The CuarrMan. Then it would be a practical statement to say that 
the taxpayers are purchasing these foreign imports? 

Mr. Houtman. That is substantially correct, Senator. We have 
more than we need right now. 

The CHarrMAN. In other words, if we did not import any, the 
Secretary of Agriculture would be required to purchase less, is that 
correct? 

Mr. Houtman. That is correct, sir. 

Senator Doveuas. If the foreign countries would give up their 
import restrictions upon American goods, would you insist on section 
104, on our part? 

Mr. Houtman. I cannot imagine they would give up anything, sir. 

Senator Dovae.as. I mean if they would not throw restrictions 
before American goods, would you then say that we should propose 
section 104? 

Mr. Houman. If the impossible would be accepted by them—I 
cannot imagine them doing it, but if the exporting dairy countries 
would voluntarily refrain from that, we would not need the measure, 
provided currency devaluation were corrected. 

Senator Dova.as. The things you refer to have to do with things 
other than dairy products. The point is if they would remove their 
restrictions on nondairy products, would you favor applying restric- 
tions to their dairy products here? 

Mr. Hotman. Why should our dairy farmers have to pay the price 
for the industrialist to move his products to other countries? 

Senator Dovae.ias. You will have to deal with nations specializing 
in the commodities which they produce best. 

I think you have a very good point in saying that some of the 
European countries want us to free them from controls on dairy 
products when they are imposing controls on some of our other 
products. 
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I think that is a very good point. But supposing we were to get 
international trade agreements, for which we have. certainly been 
striving, which would eliminate these import restrictions on nondairy 
products in foreign countries, should we then continue our restrictions 
on dairy products to foreign countries? 

Mr. Houtman. The answer of my organization will be “Yes,” we 
should. It is in line with the whole history of our tariff relationship. 
Quotas have meant that agricultural products have had to take a 
heavier load than has industry in relation to foreign trade. Since we 
are producing more dairy products than this country needs, we cannot 
see why it is necessary, just to allow more automobiles, for example, 
to go abroad and we have to take in dairy products which this country 
actually does not need. 

Now there are some dairy products that we need. I could name 
you types of cheeses that we need. 

Senator Dovetas. We could go on here for many, many hours 
because this has been fought over for decades but it is not quite 
entirely the export of manufactured goods, although it is that in part. 

Supposing the European countries decide they want to be self- 
sufficient from the standpoint of wheat and we lose our wheat market? 
Suppose India decides they want to be self-sufficient in cotton? 
There are sections of the country which are highly dependent upon 
international trade. 

Senator Busu. We are encouraging those countries to be self- 
sufficient. 

Senator Doveias. Do you mean by Point Four? 

Senator Bus. Yes. 

Senator Dove.ias. The theory has always been that in a free market, 
the most efficient producer, low-cost producer, ultimately wins out. 
That is the theory of domestic competition. This thing has been 
fought over for a century and a half and I do not intend to delay the 
witness unduly. 

Mr. Houtman. There are two points upon which I wish to make 
observation: It frequently happens that a country of deficit production 
will put on abnormal tariffs. Take, for example, in France. In your 
memory and mine, France has put a tariff of $1.70, American gold, 
on American wheat. 

Of course, the manipulation of the currencies gives them a tre- 
mendous advantage. 

Senator Doveias. As I remember it, when Liverpool was a free- 
trade market in wheat, the price of wheat in both France and Germany 
was approximately twice that of the free-trade market. We have 
tried to get the countries to go along in international trade, but you 
feel even if we were successful in that we should not yield’ on dairy 
products so far as we are concerned? 

Mr. Houtman. I do not think our people think so. 

Senator Bricker. What are the relative standards of wages in these 
importing countries and ours? 

Mr. Houtman. They are very much lower. 

Senator Bricker. Would it be 50 percent? 

Mr. Hoiman. A great deal lower than that. Then when you add 
to the situation the exchange manipulation, they become even lower 
then. Their wages, however, domestically have about the same 
purchasing power, but in relation to us, they are much lower. 
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Then, of course, if you go back to the Dutch Indies and some other 
parts of the Far East that do ship us products, the wage there is 
infinitely lower. 

[ have lived in the Far East and I know something of Chinese coolies 
working for 10 cents a day and working for 12 and 14 hours at it. 
You cannot tell me that they are not good workers because I have 
seen them carrying 200-pound loads on their shoulders very rapidly 
up the gangplanks to load exports of soybeans and other things com- 
ing into this country, you see. 

I have great respect for the physical ability of the Chinese laborer. 
However, 10 cents a day is very little to live on. 

Senator Bricker. What is the answer to this seemingly unsolvable 
problem, if you have one? 

We are buying now dairy products and the Government is storing 
them. They will either deteriorate in value or we will sell them at a 
depressed price in the world market or use them in some way here at 
home. 

We are holding up the price of dairy products by that program. We 
are importing products at a cheaper rate and, as you say, this debasing 
of currency may go on and on. Then we have a new aspect here in 
our domestic market of the utilization of oleomargarine and of the 
edible fats and oils or the vegetable fats and oils. 

What is the answer to it, if any? 

Mr. Houtman. I do not know that there is any dogmatic answer, 
Senator. I can make one or two suggestions. 

Senator Bricker. Section 104 is only a temporary, or a stopgap 
program. 

Mr. Houtman. That is correct. 

We are hopeful that in some way, somehow, we can get section 104 
translated into a more or less permanent policy of this evens. 

Also, we cannot see why, if Commodity Credit has to buy these lorge 
quantities of dairy products and particularly butter, that it could not 
be made possible by this Congress or by the regulatory agencies of 
government—that is administrative agencies, I should say—so that the 
Commodity Credit surpluses which are required could be conveyed 
over to the defense services at the competitive prices, for initation 
dairy products. 

For example, let us assume that the Army is buying clcomargarine 
at 21 cents a pound, which is about what they buy it at, and they are 
buying practically no butter. Why should it not be possible for 
Commodity Credit which is now giving away butter to the schools 
and to other places to sell that good butter—and most of it is 92 and 
93 score butter—to the Army, at the same price that the Army now 
pays for oleomargarine. 

Senator Ives. Why should it not be sold to the Government at the 
same price the Army is paying for it and hold the price up? 

Mr. Houtman. The Army today is buying practically no butter. 
It is buying oleomargarine. That is one of our problems. 

Senator Bricker. The present program would appear to be devised 
so as to strangulate the dairy industry in this country. Ultimately 
it is going to destroy it if something is not done about it. We are 
pricing butter right off the table, now. 

Mr. Houtman. The problem is far bigger than the wholesale price 
of 90 percent of parity for butter. The problem fundamentally lies 
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in a standard of living and a buying power for a very large percentage 
of the people of this country. 

To that extent, all of the people should have an interest in it and 
not just the idea of ““What’s it going to cost me to buy a pound of 
butter?”’ 

But the thing is very big and very deep. Its roots go into the 
economic welfare of this whole Nation. 

The CuHarrmMan. There is one thing the Government might do. 
It might buy the butter and other dairy products being imported 
and just leave them over there. 

Why go to the trouble of shipping them over here? 

I think it might be well to buy the amount of dairy products being 
imported and just sell them over there or in some other part of the 
world. Why have them shipped over here? 

Mr. Houtman. It would save a matter of freight and handling 
costs. 

The CuarrMan., It is a little bit facetious, but it certainly makes 
sense. 

Senator Ives. I would like to get an answer to the question I 
raised. I cannot, for the life of me, see why the armed services 
themselves should not buy butter at the same price at which we are 
supporting it, that our taxpayers are paying to support it. It is as 
broad as it islong. The only difference is that it comes out of another 
pocket. I wish someone would explain why that cannot be done. 

Senator Bricker. Or why it is not being done. 

Senator Ives. Or why it is not being done; yes. I will substitute 
that. 

The Cuarrman. I presume if you did that, then the oleomargarine 
fellows would be in here. 

Senator Ives. We are not supporting oleomargarine. We do not 
have millions and millions of pounds of oleomargarine. We do have 
butter. 

The CrarrmMan. Oleomargarine has gone up in sales about three 
or four time Ss what it was a fe *W years ago. 

Senator Bennerr. If in a practical sense, if we built an airtight 
wall around the United States and there were no imports of dair Vv 
products, would not the dairy industry over a period of time have to 
adjust itself to the competition from what you call imitation dairy 
products? Does it not have to learn to compete on some realistic 
basis with those products within the market of the United States? 

I represent a State which has a substantial dairy industry, so I 
recognize the dynamite in my questions. But is it realistic in the face 
of this situation to see the popul: ation of dairy cattle increasing? Are 
you not just creating inside the United States the situation in which 
the Federal Government must continue to buy the products, unless 
you can come to some kind of a balance pricewise with these imitation 
products? 

Is it realistic to suggest that maybe we should have some kind of free 
international trade to solve this problem when we obviously do not 
have free domestic trade, when we are not only trying to protect our- 
selves against foreign competition, but we are trying to protect our- 
selves against a realistic domestic competition? 

Mr. Horan. I can only answer that a part at a time. 

I recall the last time I testified before this committee, Senator 
Robertson asked me what was the matter with the dairy industry 
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because all the cows were going out of existence. It was true that up 
until about 7 or 8 months ago, there was a decline of 2 or 3 million or 
or maybe 3 million cows. 

My answer there was that artificial insemination and other methods 
of breeding and also forced feeding had maintained the cow per capita 
production of milk and cream very substantially to where there was 
not any great amount of loss. 

What has hi appened since about last July, if I recall—I will call it 
a year—is this: That the price of meat has been going down very 
ae and very drastically, and the dairy farmers of this country 
furnish to the Federal slaughterhouses about 30 percent or more of 
all the beef and veal that is consumed in this Nation. 

At the same time, there was a tremendous amount of grain feeds 
and a tremendous amount, also, of forage feeds on hand. The result 
is that milk production itself was maintained largely by the fact 
that cull cows were not sold, feeding pressure continued, and young 
heifers were retained in somewhat abnormal numbers. 

Also, now there is another factor that should be considered. That 
very quickly made itself felt in the United States and the prices of 
fluid milk began going down very rapidly. In some of our com- 
munities, fluid milk has gone down 3 cents a quart to the farmer. 

Were it not for the fact that some of these manufactured products 
are sustained by law, you would have really a debacle in dairy prices 
throughout this country and you might find yourself a vear from 
now with such a shortage of cows on your hands that instead of every- 
body yelling about the surplus of milk, they would be yelling about 
the fact that the tarmer was not carrying out his duty to the United 
States and was failing to produce enough milk to supply the needs. 

On the other part of your question, I do not know how to answer it. 

Senator Bricker. You have at the present time, Mr. Holman, in 
this country, a sustained yield in dairy products because of the 
feeding programs that have been instituted, and that does not cause 
that slump that would take up what the Government is buying at 
the present time. 

The problem that I see is that you have overproduction here in 
dairy products, you have overproduction in other countries of the 
world, and we are in a position where we cannot enter into a free, 
competitive market because of their different standards of living and 
their cheaper costs, and because of the manipulation of their currency 
which we have not done here for some 20 years in this country. 

It gives them an advantage in world trade. Then, in addition to 
that, you have all these competitive products in the edible fats and 
oils, used for cooking and the like and the making of dressings which 
you mentioned a while ago. 

You have likewise a lesser consumption in most other countries of 
the world. And our consumption of dairy products has been going 
down rapidly, principally because of oleomargarine. Is that not true? 

Mr. Houtman. That is right, and, Senator Bricker, we do not know 
what is going to come from these new imitation dairy products such 
as the ice creams that I spoke of. That is something we still have to 
find out. But we do know that already it is causing a diversion of 
butterfat into butter. Butter, as a rule, has to take the load. 

Senator Bricker. That is because of the Government support 
price, now? 
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Mr. Houtman. The increase of dairy production normally is about 
1.5 to 2 percent per year in volume. This year, nationally, we esti- 
mate it will be around 3 percent. That divides itself, however, into 
sectional increases and at different times of the year. 

For example, a few months ago, we were hearing a great deal about 
increases in Wisconsin, Minnesota, and Iowa. In the last 4 or 5 
months, principal increases also have been in the fluid milk areas of the 
country where they have run as much as 13, 14, and 15 percent and I 
know of 1 market, Sioux City, where it runs 20 percent in increase in 
volume. However, you take them by and large and average them out 
throughout the year, and it would still be only about 3 perc ent increase 
in produc tion. 

Senator Bricker. And that is greater than the increased 
consumption? 

Mr. Houtman. Yes, sir. 

The Cxarrman. Is the problem overproduction or undercon- 
sumption? 

Mr. Hotman. I would say it is a little bit of both, Senator. 

The Cuarrman. Then, the only answer in this whole problem is 
more consumption? 

Mr. Houtman. Yes, sir. 

The Cuarrman. That means that the people must consume more 
and buy more? 

Mr. Houtman. Up to this point I have dodged the question as to 
whether the farmer should sell off some of his cows. I do not think 
that is a popular thing for me to say, but I do think that a lot of cows 
ought to go. 

The Cuarrman. Is not the answer to all the tariff problems and 
the Government support program, possibly, the fact that we have 
underconsumption rather than overproduction? In your instance, is 
it not caused by two things: First, the competition from oleomarga- 
rine and the other things, and the other that the price got up so high 
that people just cannot buy it? 

Mr. Hoiman. Well, if you look at the present purchasing power 
of the Nation, it is much higher than it was in 1930 when the butter 
was 50 cents a pound and the tariff was passed at 14 cents a pound. 

Today, with this tremendous purchasing power, the State Depart- 
ment has managed to negotiate around to where the tariff is only 7 
cents a pound and imports are coming in as the Senator over here 
said. We are in a very bad economic dilemma at the present time. 

The CuarrMan. One reason for it is these tremendously high prices 
and high costs. Every price increase is another man’s cost increase. 

Mr. Houtman. Even the internationalist Washington Post admits 
that the prices to the dairy farmers have been going down and the 
costs have been going up. 

Senator MaysanK. Did I understand you to say milk has gone 
down 3 cents a quart? 

Mr. Hoiman. In some markets. 

Senator MaysanKk. You said to the farmer, did you not? 

Mr. Houtman. That is to the farmer. 

Senator Maysank. How about to the consumer? 

Mr. Houtman. There have been some drops, 

Senator Maysanx. Nothing very drastic? 
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Mr. Hotman. No. I can name about 55 markets where the milk 
has dropped. 

Senator MayBank. You said milk had gone down 3 cents a quart 
in many areas. You said 55 places or something like that. That is 
to the farmer and not to the consumer? 

Mr. Houtman. That is right. 

Senator MayBank. Do you have any record of how much it has 
gone down? 

Mr. Houtman. Yes, sir. 

Senator Maysank. And hasn’t some gone up to the consumer? 

Mr. Houtman. Mr. Cotton, who is one of our assistants and main 
economist, estimates that about 1 in 5 markets have dropped in the 
retail and wholesale prices. 

Senator Maysank. Is it anything like the 3 cents a quart that 
applies to the farmer? 

Mr. Hotman. No. We will supply more exact information. 

Take in Senator Ives’ great district of metropolitan New York: 
We estimate that from the time milk is delivered to a cooling station, 
say 200 or 300 miles out of New York, 85 percent of all additional 
costs to the consumer are divided between transportation and wages 
and it is mostly wages. 

(The following was submitted in response to the above:) 

Retail prices for standard grade milk delivered to homes in 25 major cities 
early in February averaged 23.3 cents per quart. This is two-tenths of 1 cent 
per quart below January, but two-tenths of 1 cent per quart above the average 
price in February 1952. 

Average price paid producers for class I milk in more than 100 cities in February 
was $5.39 per hundredweight. This was 11 cents lower than in January and 10 
cents lower than in February 1952. 

A change of 40 cents per hundredweight is usually considered equivalent to a 
change in retail price of 1 cent per quart. This means that in the past year the 
milk dealer’s spread has widened by about one-half cent a quart. Further general 
declines of larger magnitude are scheduled for producer class I prices on Marcl 
1 and April 1. 

Senator Ives. And they are constantly going up? 

Mr. Hotman. Yes, sir; that is correct. 

By the way, those figures I gave you were engineering figures which 
one of our organizations has in its possession. 

Senator Bennett. I am still puzzled. We have here a situation 
where you are asking us to protect the domestic market. But even 
if we protect it and shut out all of these imported milk products, the 
industry is apparently overproducing and is caught in a dilemma which 
involves the production of meat as well as the production of milk. 

You say 30 percent of your livestock eventually gets into the meat 
market, and it seems to me that we face the responsibility of a read- 
justment of our milk-meat economy to get it back to a level at which 
it can be supported, particularly in the face of what you call imita- 
tion dairy products which, because of their price, represent, I think, 
a permanent part of our economy. 

I do not think we are going to be able to wipe them out just because 
we might want to. Somewhere that readjustment has to come. 

Mr. Houman. Senator, the readjustment may have to come, but 
let us look at the list, and the historical facts. 

From 1942 to 1952—a decade—the per capita production of dairy 
products in terms of whole milk equivalent has declined from 879 
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pounds per year to 733 pounds, which is a decline of about 13 per- 
cent, and that still apparently leaves us in a condition of malad- 
justment, to the extent of about 3 percent. 

Senator Bennerr. It is not enough, because if I remember an 
earlier figure in your testimony, by 1952—and I did not write the 
date down when I wrote the figures—what you call imitation dairy 
products had assumed aproximately one-half of the American market. 
They have risen from something like a million pounds, up to about 
one billion one or two hundred million pounds. They have come in 
and taken away half of your domestic market. 

Mr. Houtman. That is only the butter, there. 

Senator Bennerr. That is only the butter? 

Mr. Houtman. That is only the butter. 

We do not know what the future will bring with regard to the other 
imitation dairy products. 

Senator Bennett. Then to clear my thinking, what proportion of 
the total milk production do these imitation dairy products now fill 
up? If they are half of the butter, what are the y of the total? 

Mr. Houtman. As I recall, butter was formerly 25 percent. I would 
say from 10 to 15 percent has been taken by oleomargarine. 

Senator Ives. It is about one-eighth; is it not? 

Mr. Houtman. Just about. 

The Cuairmsn. Mr. Holman, was the dairy industry in fairly good 
shape in June 1950? 

Mr. Houtman. Fair; yes, sir. 

The CHarrMAN. It was in good shape then? 

Mr. Houman. Fair; yes, sir; and it was in fairly good shape up 
until about July of last year, Senator. 

The CuarrmMan. Would the dairy industry today be in good shape 
if all prices that have been held—because I want to again repeat every 
man’s selling price is another man’s cost—would the dairy industry be 
in better shape today had the prices been practically comparable to 
what they were in June 1950, had they never been permitted to go up? 

Mr. Houtman. The prices of that period were only fairly satis- 
factory. Cheese imports were heavy. Costs have gone up since 
then, of course. 

The CusirMaNn. Every man’s selling price is another man’s cost 
price. 

Mr. Hotman. That is right. 

The CuHarRMAN. Every time a man increases his price, of course, the 
man to whom he sells, his costs go up just that much. 

Mr. Houtman. That is right. 

The CuHarrMAN. Suppose you proceed, then. 

Mr. Houmay. I shall conclude my statement. 

Relation of import controls to price support program: With cur- 
rently distressed dairy markets and the recently announced price 
support program for dairy products for the ensuing year, would it be 
consistent to relax import controls? 

In late 1952, it became apparent that per capita butter consump- 
tion would be down about 7 percent from the previous year, or the 
equivalent of about 14 pounds of milk per person. This, plus the 
loss of some butterfat in ice cream and other uses to vegetable oils, 
and imports of dairy products, contributed to a weakening of dairy 
product prices in the fall of 1952, and caused the Commodity Credit 
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Corporation to reenter the dairy product price support purchase field 
in late November. 

Since then, unusually mild weather, heavy grain feeding, and a 
national increase in milk cow numbers have contributed to increased 
milk production and a continuation of the price support purchase 
program. As a result, by the end of the support year on March 31, 
an equivalent of some 3 billion pounds of milk—in product terms, 
approximately 125 million pounds of butter, 50 million pounds of 
cheese, and 150 million pounds of nonfat powder—may have been 
purchased in the form of butter, cheese, and nonfat dry milk. 

These 3 billion pounds of milk bought by Government represent 
only 2.6 percent of total milk production in 1952. This compares 
with a 3 percent increase in milk cow numbers on January 1, 1953, 
as compared to January 1952 

Two factors are largely responsible for this increase in milk cow 
numbers. The first of these is a decline in beef cattle prices of one- 
third during the past year. Many farmers are turning from beef to 
milk production and are slowing down their normal rate of culling 
dairy cows. The second factor is associated with the first in that it 
appears that the greater gains in milk cow numbers yk ““manu- 
facturing milk”’ produci ing States has occurred where the Government 
was most active during the war in promoting dry milk plants and where 
whole milk is sold. In the strictly cream shipping areas, both cow 
numbers and milk production are relatively depressed. 

On the basis of milk production obtained from October 1952 through 
January 1953, and the increased numbers of milk cows and dairy 
heifers on farms, it appears that total milk production in 1953 may 
reach 117.5 billion pounds, exceeding that of 1952 by some 2.5 billion 
pounds. 

This picture has contributed to a decline during the past year of 
11 percent in prices received by farmers for dairy produc ts, and even 
with a 3-percent increase in milk cow numbers, the inventory value 
of milk cows on farms fell $1 billion during the past year. 

Confronted with these conditions, the Government is constrained 
to continue its price support program for dairy products, and with 
the prospect that purchases during the next support year may be 
heavier than in the present. Any other course would be to ignore the 
part that the dairy industry plays in maintaining a high level of pur- 
chasing power and a high rate of national production and employment. 

But. even now, the newspapers and Congressmen are asking, What 
is the Government going to do with the butter, milk powder, and cheese 
that it is purchasing? Shall we add to this problem by increased 
dairy product imports? 

Certainly, if overproduction, with its attendant heavy financial loss 
in price drops and inventory losses, is to be avoided, dairy farmers 
are entitled to have their Government establish clear-cut and per- 
manent policies with respect to both imports and price supports. 

Recommendations as to legislative approach: The administration 
of section 104 during the past year has left much to be desired. The 
failure of the Department of Agriculture to control imports of butter- 
fat in the form of powder until after serious damage had been done 
is an example. 

We are hopeful that a new administration will be more alert and 
more farsighted in the application of the standards spelled out in 
section 104. 
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Section 104 has proved its value in actual operation. In spite of 
lapses in administration, it helped to prevent a major disaster to the 
price support program. 

We believe that section 104 should be continued in effect during 
the present emergency and until such time as a permanent program 
based on conditions of world peace can be developed. It ought not 
to be necessary to reenact it each year. We therefore recommend 
that it be reenacted without a termination date, but with the under- 
standing that it will be reexamined by Congress when the emergency 
in international relations is over and when a permanent trade pro- 
gram based on peaceful conditions can be developed to take its place. 

Surplus dairy products disposal: Incidental to the price-support 
and the import-control programs, we believe that authority should 
be given to the Commodity Credit Corporation—if it does not already 
have such authority—to supply Government-held butter to the 
armed services instead of purchasing oleomargarine. 

It is inconsistent and unnecessary that one arm of our Government 
accumulate abundant supplies of dairy products, while the Armed 
Forces are buying imitations because they are cheaper. The Army 
has virtually abandoned the serving of butter to enlisted men in 
favor of low-cost table fats. 

I have some material which I would like to file with the committee. 

The CuarrmMan. Without objection, it will appear in the record 
at this point. 

(The material referred to follows:) 


APPENDIX A 


Actions TAKEN BY THE UNITED States DEPARTMENT OF AGRICULTURE UNDER 
Section 104 or THE DEFENSE PropuctTion Act 
Actions taken August 9, 1951 

1. Prohibited commercial imports of butter, butter oil, and nonfat dry-milk 
solids. 

2. Placed imports of cheese under quota restrictions at average annual rate 
that prevailed 1948-50. 

3. Placed imports of casein under quota restrictions at annual rate that pre- 
vailed year ended June 30, 1951. 

Actions taken July 3, 1952 

1, Continued prohibition commercial imports of butter, butter oil, and nonfat 
dry-milk solids. 

2. Decontrolled imports of swiss cheese, processed Gruyere cheese, and Roque- 
fort cheese. In addition, imports of miscellaneous cheeses, other than those 
processed from Cheddar, blue-mold, or Edam and Gouda cheeses, were decon- 
trolled. 


| * 3. Imports of other types of cheese were restricted on an annual rate basis as 
follows: 


Million pounds 
Cr a a ee ata es diebu. Tadeo Baw witebeés 8.5 
(b) Blue mold Be tat A oo Sibiad 35d east hoe eth betanel. ian ated ate 3.0 
(c) Italian varieties___ rs PN Oe LE I A LD LT OT AE 20. 0 
(d) Edam and Gouda. i Sass eee patie ge!) Silla. agi, Road 3.0 


4. Imports of casein were restricted at an annual level of 40 million pounds. 

5. Imports of malted milk compounds or substitutes for milk or cream were 
restricted in order to prevent imports of high butterfat products having the same 
uses as butter. 


Actions taken on September 23, 1952 


1. Import restrictions were terminated on Pecorino cheese and other Italian 
cheeses suitable for grating and made from sheep’s milk. 
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2. Import restrictions were terminated on Stilton cheese, a high-priced variety 
of blue-mold cheese. 

3. The annual quota for Italian varieties of cheese remaining under control 
(Romano, Reggiano, Parmesano, Provoloni, Provolette, and Sbrinz) was estab- 
lished at 8 million pounds. 

4. The annual quota for Edam and Gouda cheese was increased from 3 million 
pounds to 4 million pounds. 

5. The entire 15 percent additional imports permitted by law in the interests of 
international trade and relations was authorized for cheeses remaining under 
control and for casein. 


Actions taken on December 30, 1952 


1. Imports of dried whole milk, dried buttermilk, and dried cream were 
restricted and quotas for the period ending March 31, 1953, were set as follows: 


Pounds 
(a) Dried whole milk 6, 500, 000 
(b) Dried buttermilk_ 2, 150, 000 
(c) Dried cream__-. . 35, 000 


2. Import restrictions on casein were terminated. 

3. Import restrictions on cheeses processed from Edam or Gouda cheese were 
terminated. 

4. The basic annual quota for blue-mold cheese was increased to 3,500,000 
pounds. 


Dairy products: United States imports, prewar average, 1948 to date 


{In thousands of pounds] 


| 
Average, 


Item 1934-38 1948 1949 1950 1951 1952 
Butter be ted | 9, 307 | 228 | 271 10 | 59 458 
Cheese, total_.....-- ene 54, 279 23, 557 32, 014 | 56, 189 | 52, 335 49,172 
Cheddar. | 13,478 1 | 3, 316 | 13, 293 12, 072 6, 525 
Swiss? | ¥, 514 | 3, 218 7,111 8, 413 9, 473 10, 342 
Romano. ; | 15,318 8, 496 7, 982 5, 369 | 2, 341 1, 401 
Pecorino : 4 | | 4, 459 | 3, 335 11, 948 | 9, 525 | 12, 715 
Reggiano-- i | 2, 106 926 | 1, 369 1, 482 | 864 955 
Parmesan . 21 13 79 | 76 120 
Provolone “ . ; 5, 826 | 566 936 1, 207 | 2, 505 4, 026 
Provolette. i : | 6 38 §2 | 61 73 
Roquefort - - ‘ od 2, 304 | 852 1, 394 1, 641 | 1, 688 1,815 
Blue mold ad 11,771 | 977 1, 302 3, 492 5, 048 | 3, 022 
Edam and Gouda. - -- --| 12,763 833 | 906 3, 755 | 4, 333 | 3, 585 
Sbrinz.-.-..- a | (8) 915 | 1, 375 1, 519 | 769 | 385 
Goya... swe “ @ 8 | (*) “ = 
Other, n. @, S_..-. J 11, 199 | 2, 269 | 3, 117 3, 939 3, 580 4, 208 
Canned milk, total__- 452 20 28 369 | 2 613 
Evaporated _.....- ‘ ; 38 | 20 4 369 2 2 
Condensed. --- 4 did 414 | (*) 24 (4) ) (*) 
Dried milk, total - - , ia 6,100 | 3, 098 5, 254 2,526 | 10,077 37, 580 
Whole... d 11 4 24 9, 046 37,012 
Nonfat dry-milk solid__- . ibtont 3, 087 5, 250 2, 502 1, 031 569 


1 3-year average. 

? Ementhaler with eye—formation and Gruyere process cheese. 

4 Included with “other.” 

4 Less than 500 pounds. 

5 Inciudes 10,000 pounds of unclassified condensed and evaporated milk. 


Source: Foreign Commerce and Navigation of the United States; United States Imports (F'T’s), Depart- 
ment of Commerce, Bureau of Census. 
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Dairy products: United States exports, prewar average, 1948 to date 


[In thousands of pounds] 


Average 


Item 1934-38 
Butter 1, 152 
Cheese, total 1, 260 
Processed American Cheddar 
Nonprocessed American Cheddar 
Other processed cheese 
Other nonprocessed cheese 
Canned milk, total 33, 837 
Evaporated 28, 065 
Condensed 5, 772 
Dried milk, total | 4, 804 
Whole i 2, 202 
Nonfat dry milk solid | 2, 602 


Source: Foreign Commerce and Navigation of the 
partment of Commerce, Bureau of Census. 


TABLE 4. 


{In millions 


Butter Cheese 


Year 


Ex- Im- Ex- Im- Ex- 
por’. | |ports 2 |ports ! |ports 2 |ports 








» 17.7 37.5 19. 2 16.0 

9.0 18.6 11.9 26.9 q 

11.1 7.0 5.3 46.6 57. § 

6.9 23.7 8.5 64. 4 57.5 

A 9.4 19. 4 4.6 59. 2 64.2 
1925 5.6 7.2 9.7 62. 4 42.8 
1926 6.1 8.0 4.1 78.4 38. 7 
1927 4.5 8. 5 4.0 79.8 35.0 
1928 | 4.4 4.7 2.8 81.4 38.9 
1929 3.9 2.8 3.0 76.4 41.3 
1930 3.0 2.5 2.1 68.3 10.3 
1931 2.0 1.9 1.9 62.0 19.8 
1932 1.6 1.0 1.5 55. 6 11.9 
1933 1.3 1.0 1.4 48.4 5.0 
1934 1.2 1.3 1.4 47.5 8.2 
1935 1.0 22.7 1.2 48.9 1.9 
1936 S 9.9 1.1 59. 8 2.4 
1937 8 11.1 1.2 60. 6 8.0 
1938 2.0 1.6 1.5 54. 4 5.4 
1939 2.3 1.1 1.5 59. 1 2.3 
1940 2.9 1.4 2.3 32. 6 27.4 
1941 3 3.7 95.0 20.0 82.0 
1942 15. 2 20.1 308. 0 24.2 0 
1943 RS. f 3.3 165.0 25.2 44.0 
1944 87.6 1.7 | 295.0 9.0 52.0 
1945 17.9 3.7 | 194.3 8.3 | 113.2 
1946 7 7.0 186. 7 2. & 85.0 
1947 11.0 3.8 | 177.4 8.7 | 108.2 
1948 5.8 2 95. 6 23.6 | 111.4 
1949 4.2 3 98. 0 32.0 78. 3 
195 3.2 (4 47.5 56. 2 27.9 
1951 7.1 l 79. 6 52.3 28. 9 
1952 9 5 3.8 49.2 20. 6 


1 Reexports included, 1920-33 


Condensed 
milk | milk | milk 


ports ? |ports ! |ports 2 





1948 | 199 | 1950 | 1951 | 1952 

5, 4,174 | 3,215 | 7, 127 | 914 
95, 592 98,021 | 47,490 79, 640 3, 811 
26, 042 31, 326 8, 214 26, 739 1, 363 
49, 750 55,113 | 35, 585 49, 515 291 
16, 160 8, 879 2, 865 2, 215 1,174 
3, 640 | 2, 703 826 | 1,171 |} 983 


426, 638 327, 859 178, 044 126, 647 





249, 529 150, 148 | 





203, 352 97,095 

78, 330 | 27, 896 | 28, 870 | 29, 553 

259, 689 295, 059 292, 001 175, 058 | 101, 264 
100, 534 81, 399 62, 551 69, 133 », 537 





159, 155 213, 660 229, 450 105, 925 58, 728 


t 


United States; United States Imports (FT’s), De- 


Exports and imports of specified dairy products, United States, 1920-52 


of pounds] 


Evaporated | Dried whole | Nonfat dry 


milk solids 


Im- Ex- | Im- 
ports | ports *) ports | ports? 


Im- Ex- Im- Ex- 


134.0 
195.9 
131.0 


36.9 


4.7 | 142.3 az 
4.0 | 105.1 6 

3 75.8 1.3 
5 68. 2 2.1 
1.1 76.9 1.5 “ 

6 69. 1 2.0 | 
1.4 60.9 2 

6 56. 2 6 | a 

7 39. 6 5 1.9 0.6 3 () 
1.0 32.4 1 1.6 4 | 9 0.1 

3 38. 0 (4 1.7 () | 1.4 (4) 

6 32.2 (4 1.6 2.5 1.2 0.3 
2.2 23.6 (4) 1.8 4.2 1.9 20.0 
1.5 22.9 1 2.1 1.5 2.1 1.4 

7 23.7 (4) 3.8 1 6.4 (4) 

2 27.5 (4) 6.3 (4) 2.1 9 
(4 118.7 ‘ 7.5 (4 8.7 (4) 
(4) 602.0 (4) 15.0 (4) 36.0 (4) 
(4) 381.0 (4) 14.0 (*) 134.0 (*) 
(4) 568. 0 (4) 39.0 (4) 232.0 (‘ 
4) 540.3 l 32.9 (4) 206. 5 (4) 

(4 570.7 4.6 65.0 (4) 180. 2 1 
‘ 926. 3 6 | 146.0 (4) | 167.9 (*) 
(4) 469.8 (4) 91.5 (4) 148. 1 (*) 
(4 315.3 (4 100. 5 (*) 159. 2 3.1 

1 | 249.5 (4) 81.4 (4) 213.7 5.3 
(*) 150. 1 4 62. 6 (4) 229. 4 2.5 
4) 203. 4 (4) 59.5 9.0 | 105.9 1.0 
(4 97.1 (4) f 37.0 58.7 6 





2 General imports, 1920-33, beginning 1934, imports for consumption. 


3 Imports for consumption 
‘Less than 50,000 pounds 


Source: Foreign Commerce and Navigation of United States 
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Dried milk: Exports and imports of specified countries, average 1934-38, annual, 
1949, 1950, and 1951 


[1,000 pounds] 

















Exports ! } Imports ! 
poepmatastianemingmnemepienti 7 sien — ——— rm 
1934-88} sou. | sox x, | 1984-38} 
averace| 1949 | 1950 1951 javerage| 1940 1950 1951 
ee af cremremasseseiennynes —| tel cecal ee 
Dried whole | 
North America: | | 
Canada = 5, 591 9,189 | 10, 105 1 6 | 32 
United States. ._.. 2, 202 399 | 62,550 | 69,131 1, 653 | 4 241 | 8997 
Europe: Netherlands 19, 552 792 | 18,135 | 28, 764 | | 
Oceania | | 
Australia 4 3, 324 
New Zealand 4, 032 10, 237 
Dried skimmed 
North America: | 
Canada. - a 21,408 | 29,379 | 9,115 1,031 | | 1,053 844 6, 085 
United States 2, 600 |213, 660 |229, 450 | 98,078 | 4,320] 5.250] 2,502 1,031 
Europe: Netherlands............| 16, 853 | 25, 357 | 18,278 | 16, 133 | eRe 
Oceania: | | | | | 
Australia atin ad | 15,066 | 12,995 | 13, 506 |_. 
New Zealand...............- 311,200 |°43, 626 |° 56, 463 ‘ |--------]------=- 


1 Partial list. 
2 1935-39 average. 
3 Includes dried buttermilk. 


Source: OFAR, U. 8. Department of Agriculture, 


Senator GoLpwaTER. Do you feel any controls we may have in the 
future will work unless we control all prices, all wages, and every facet 
of the entire economy? 

Mr. Houtman. I do not think you can have price controls without 
wage controls. 

In my own thinking, I have tried to apply this primarily to the 
commodity section of the economy, because I know so little about 
anything else. 

I do know you cannot have price controls for commodities without 
having very rigid controls. 
® Senator Gotpwater. What I was trying to get from you was your 
opinion as to the adequacy of these controls we have just gone through. 
In the bill that we are discussing now are some 11 exemptions: for 
instance, doctors, lawyers, professional fees, transportation, enter- 
tainment. 

Do.you think we can exempt those things and still maintain control 
over inflation? 

Mr. Hotman. My honest answer to that is ““No.” 

Senator GotpwatrrR. That is what I wondered. 

The CHarrman. Mr. Holman, as you look back now to June 25, 
1950, when we went into the Korean war, would we be better off 
today had the President frozen all prices, wages, and rents as of that 
day and then moved from that point, than we are to have delayed the 
matter until September when the Congress passed the law, until 
January, when the President put it into effect? 

Mr. Houman. I testified here earlier this morning that we believe 
that the Congress should give the President a 90-day freeze powers 
That is ¢ as € ‘lose to giving you an answer as I can make it. 

The Cuarrman. [ think that is the proper answer, but many people 
disagree. We went into the war on June 25 and did nothing for 
weeks and weeks and weeks. Finally, under pressure, we enacted a 
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law and the President put it into effect without, in my opinion, giving 
due consideration to the rules, regulations, and the harm that had 
already been done. Had we frozen them when the war started, when 
the people, of course, were in the frame of mind to become hysterical 
and start hoarding and buying, and prices started going up, then we 
possibly would not have needed to have done it later. 

Mr. Houtman. Of course, we hope it will never be necessary. We 
went ee the first war without any controls. 

The CuHartrMan. I am in favor of giving the President the right to 
freeze prices immediately when an emergency exists. I hope to God 
it never is proven whether I am right or wrong on the subject. 

Senator Bricker. Mr. Holman, I note here in the Department of 
Agriculture pamphlet ot October 1952 a statement which I want to 
read into the record: 

Butter consumption, both total and per capita, has been declining during recent 
years, and that of margarine has been rising. However, only a portion of the 
decline in butter consumption is attributable to consumers’ increased use of 
margarine and other table spreads. 

Much of the decline comes from (1) a rise in demand for other dairy products, 
reducing the quantity of milk available for butter making and (2) the decline of 
milk production in the main butter-producing areas, where many farmers could 
earn better returns from meat animals and cash grains than from milk. The rise 
in margarine consumption has reflected, in part, the elimination of special tax- 
ation on production and sale of margarine. Also, in the past year lower retail 
prices for margarine have widened the price difference between butter and mar- 
garine. 

The per c apite Lec onsumption of margarine is going upc ‘onstantly and 
the per capita consumption of butter is going ‘down, and the unit per 
pound cost of butter is going up again and the per pound cost of 
margarine is going down again. 

Would you comment on that? It is a little at variance with what 
we put into the record a while ago. 

Mr. Houtman. I would say that outlook was fairly true at the time 
it was gotten out. 

Senator Bricker. This refers to October, 1952. 

It also shows the total milk production going down and the number 
of milk cows going down and the production not going down at as 
rapid arate. Is that continuing at the present tlme? 

Mr. Houtman. No, sir; there are about 600,000 old cows that are 
being held that ought to go to slaughter which I understand the 
farmers are holding until the spring markets come on becausé they 
think the have a better chance to salvage their losses. 

Senator Bricker. They will all be replaced by young cows 

Mr. Hotman. It usually takes about 3 years to get a young cow 
into first-class production, but our young replacement stock are at 
high levels. 

The CuarrmMan. Well, Mr. Holman, I gathered from your testimony 
that you are against a standby law that would set up an organization 
that would be expensive. You are for a 90-day freeze—something 
similar to that—and you want section 104 extended? 

Mr. Houtman. That is correct, sir. 

Senator Bricker. That is about your position? 

Mr. Hotman. And made as permanent as possible. 

Senator Bricker. You would at least like to have it extended for 1 
year under this bill? 
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Mr. Hoiman. That is right. 

The CuarrmMan. Thank you very much. If there are no further 
questions, you are excused. 

Mr. Houtman. Thank you very much 

The CuarrMan. Richard S. Jones of the Dairy Industry Committee 


STATEMENT OF RICHARD S. JONES, CHAIRMAN, THE DAIRY 
INDUSTRY COMMITTEE 


The CHarrMan. Mr. Jones, do you want to read your statement, 
or do you want us to put it into the record? 

Mr. Jones. I would like to read my statement if I may, Senator 
Capehart. 

My name is Richard 5S. Jones, and I am an officer of the Pet Milk 
Co. of St. Louis, Mo. In appearing before your committee, | am 
representing the Dairy Industry Committee, with offices in the Barr 
Building, Washington, D. C. This is an organization composed of 
official representatives of national associations whose members are 
engaged in the dairy manufacturing, processing, and distributing 
fields, and since 1934, has been concerned with major problems 
confronting the entire dairy industry. The member associations are 
American Butter Institute, National Creameries Association, National 
Cheese Institute, American Dry Milk Institute, Evaporated Milk 
Association, Milk Industry Foundation, and International Association 
of lee Cream Manufacturers. 

The dairy industry produces, manufactures, processes, and dis- 
tributes dairy products to all of our people 

Milk and cream are produced on 75 percent of the Nation’s farms 
every day. These farms are located in every State of the Union. 
The dairy industry contributes more than $10 billion annually to 
our national commerce and aside from milk and cream, supplies 
approximately 40 percent of our beef. Housewives spend about 15 
percent of their food budgets on dairy products and for this they 
get nearly 30 percent of the food consumed annually in this country. 
About 1 bite out of every 3 on our national menu is a dairy product. 

Senator Bricker. That costs only 15 percent? 

Mr. Jones. Yes. 

Senator Bennetr. Do you consider the meat that comes from the 
dairy industry in vour figures? 

Mr. Jones. No; the meat is not included. It is only the dairy 
products, as such. 

We assume that the question of wage and price controls in the 
event of all-out war is not at issue. I mean continuing controls of the 
type we had. 

The Cuarrman. I do not think that statement is correct. [ think 
it is very, very much at issue. Of the 2 bills that we are considering 
here, 1 is a 90-day freeze in case of an all-out emergency or all-out 
war. The other is a sort of standby coatrol bill with certain features 
of the present act extended for a year, such as section 104 and many 
other issues. Title 1, under the bill we are considering is extended for 
a vear, 100 percent. Section 104 is extended for a year. You say, 
“We assume that the question of wage and price controls in event of 
all-out war is not at issue.”’ I think it is very much at issue. 


30216—53—pt. 1- 5 
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Mr. Jones. Perhaps my choice of words is not too good. I mean 
the continuation of our present controls. 

The CuarrMan. There is no legislation before us at the moment to 
continue price, wage, and rent controls beyond April 30, and the 
administration, as you know, is fast decontrolling everything prior 
to April 30. 

Mr. Jongs. Yes. 

The CuarrMan. So you are correct in saying there is no legislation 
to continue price, wage, and rent controls beyond April 30. 

Mr. Jones. That is, in effect, what I meant. 

The CuarrMan. But there is legislation before us for a freeze in 
case we get back into a big war or a big emergency? 

Mr. Jones. I understand that, and that is what we consider standby 
controls for that purpose. 

While our two most recent experiences with national emergencies 
involving war would indicate that an immediate freeze of prices and 
wages might be highly desirable in event of a future emergency, it is 
impossible to determine here and now that such a freeze would be 
necessarily appropriate. The question is enactment at this time of 
standby legislation which can be activated by the President without 
action by Congress. The Dairy Industry Committee is opposed in 
principle to any such legislation. 

I shall first address myself to S. 753, but I shall not engage in a 
section by section analysis of that bill. I shall also confine myself to 
a discussion of title IV. In connection therewith I shall make the 
following points: 

1. It is impossible to foresee either the circumstances under which 
it might become advisable to reimpose wage and price controls or the 
economic situation which might then exist, and accordingly, it is 
impossible at this time to write a formula to become operative at some 
future date. 

The CHarrman. You say it is impossible to foresee either the 
circumstances under which it might become advisable to reimpose 
wage and price controls or the economic situation that might then 
exist. 

Would you say if we got into a third world war tomorrow that that 
would be true? 

Mr. Jonns. Yes; I think it would be necessary to reimpose them. 

The Cuarrman. And you say it is impossible to foresee. Is that 
another bad choice of words? 

Mr. Jonzs. I do not think so, Senator, because as I understand the 
bills which are introduced, they contemplate not only the actual 
declaration of engaging in a war, but possibly other national actions. 

The CHarrman. Would you say if the price index went up 25 points 
or 50 points, that that would be a circumstance that would warrant 
at least giving thought to the matter? 

Mr. Jones. I think it would warrant very serious consideration of 
the inflationary picture and the possible facts, and the acts which 
might be taken to regulate that situation. 

2. Congress should not grant administrative power of such far- 
reaching importance in advance of any need therefor, but should 
retain its traditional constitutional power and stand ready to act 
jointly with the Executive in writing appropriate legislation when 
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and if an emergency should arise geared to the specific needs when the 
emergency arises. 

The CHarrMan. Under those circumstances, would you want to 
so testify? 

Mr. Jongs. Yes, I would think so. I would not want to say 
definitely. 

The CuatrMan. That would also be true of every other organiza- 
tion; would it not? 

Mr. Jongs. I think a good deal could be said by a good many other 
people; ves. 

The CuarrmMan. And that takes quite a long time. 

Mr. Jonzs. It can take a long time. 

3. S. 753 would require an enormous expenditure to maintain the 
staff and to finance the studies which the staff would conduct con- 
tinuously on a make-work basis. This would mean an unnecessary 
governmental expenditure on a large scale at a time when the ne ed 
is for a reduction in expenditures and for the blancing of the budget 
to combat the causes of inflation. 

The effect of standby wage-and-price-control legislation would 
be inflationary. 

The CHarrMANn. Would you elaborate on that? 

Mr. Jones. When there is a threat of the imposition of wage and 
price controls, as we found at the time of the legislation in 1950, when 
the Defense Production Act of 1950 was pending, there was a period 
of voluntary price control. There is a retarding effect of the threat 
of the imposition of controls on the natural readjustment of prices. 

In other words, if there is danger that you will not be able to go up, 
there is also a hesitancy to go down, expecially in a seasonal industry. 

The CuarrmMan. Do you mean when the Korean war started there 
was that danger that the Congress might impose price, wage, and 
rent controls, therefore, there was a tendency to push prices up? Is 
that what you mean? 

Mr. Jones. Yes, and I think there was a tendency to deter the 
dropping of the prices, also, especially in seasonal industries. 

The CHarrMAN. Was that true during the 60 days the Congress 
was considering the legislation? 

Mr. Jongs. I think there was some of that effect; yes, sir. 

The CuarrMan. Then is that not a good reason for the Congress 
now to pass a freeze law so that the President can put it into effect 
the minute the emergency occurs and then the Congress can proceed 
to write the kind of legislation that ought to be written? Would 
you not avoid the very thing that you are complaining about here? 

Mr. Jones. I think it is a matter of choice and psychological effect. 

If we have a continuing price-freeze law such as contemplated by 
S. 1081, we would have that constant threat hanging over us by the 
action of the Executive. 

Now I recognize and suggest that Congress can always impose a 
freeze by perhaps a joint resolution, but we have come to live under 
the recognition in our economy and in our psychology that our actions 
are subje ct to the passage of legislation not only by Congress but by 
other legislative bodies and I do not believe the psychological effect 
of the type I referred to is as great without standby controls. 

The Cuarrman. As long as the Korean war continues, is it not 
fair to say there is a possibility that it will develop into a big war? 
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Mr. Jones. Unfortunately I think we must recognize that cireum- 
stance. 

The Cuarrman. If that happens, is it not almost a full-grown con- 
clusion that the Congress would impose price, wage, and rent controls? 

Mr. Jones. I would think so, yes. 

The CuHarrMan. Do you not think it would be better to do it in 
advance and have it all ready, in order to avoid the very thing that 
you are talking about here—the fact that the President calls a special 
session and the Congress considers it and you testify and everybody 
else testifies—does that not just accelerate the very thing you are 
trying to control? 

Mr. Jones. It would be my thought that perhaps Congress in such 
an event should first freeze prices by an action and then consider either 
60, 90, or perhaps 120 days. 

The Cuarrman. You would rather have the emergency occur and 
then have Congress pass the legislation than you would to have a 
simple law at the moment which would permit the President to do it 
and then Congress could proceed to do whatever is best for the 
economy? 

Mr. Jones. I feel because of the deterring effect of that threat as I 
have ny in response to the prior question, that Congress should 
consider 1 

Senate Bricker. With regard to your paragraph No. 4, what you 
want to say is not that it would be inflationary, because ore is 
the relation of goods to the amount of money available, but I think 
what you want to say there is that the tendency would be for trade, 
which can control prices in a way, to hold prices at the highest possible 
level, anticipating a freeze? 

Mr. Jones. That is especially true, Senator, in those industries 
which have a seasonal quality. 

Senator Bricker. And can control their prices in a way? 

Mr. Jones. To a certain extent. 

Senator Bricker. Every retailer would like to hold his prices up 
to the highest possible time if he thinks a freeze is going to be put on 
him at any time? 

Mr. Jones. At least until he is forced to do otherwise, he will 
resist decline. 

The CHarrMan. But there is nothing in the law which indicates 


that he should do that. It calls for a national emergency. In other 


words, this little fellow knows that if vou get into a big war, he is 
going to get price, wage, and rent controls whether you have a freeze 
law on the books or whether you do not have one and I do not know 
of anybody but wh at admits that would be true. 

Mr. Jones. I do not disagree on that point. 

The Cuarrman. That is the point. He is cognizant of it anyway 
and he knows it is going to happen. 

All we are trying to do—many people disagree—is to avoid the 
rise in prices from the beginning of an emergency until the Congress 
and the administration can act, because in my personal opinion as a 
businessman, those rises do no one any good. 

All the good they do is to throw the economy 100 percent out 
of balance and then you get some prices up and others somewhere 
else do not go up and you get a situation that makes it almost im- 
possible to effectively have any kind of price, wage, and rent controls. 
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They all get completely out of line. If they all go up together 
there is nothing wrong with high prices if everything goes up together 
and there is nothing wrong with low prices if eve rything goes down 
together, but they do not do that. 

Mr. Jones. That is right. One factor in my thinking on this 
subject and our thinking as ap industry is the fact that we do not 
feel prices do always move in the same direction. We are living in a 
dynamic economy and there can be dislocations. 

The CHarrMan. In other words, you do not like the way controls 
were handled in World War II and you do not like the way they 
were handled this last time because you did not think they were 
administered properly. You did not think the laws were as they 
should have been and the rules and regulations were as they should 
have been, and I imagine you agree with me that you feel they were 
kept on entirely longer than was necessary. I agree 100 percent, 
but it seems to me if we had some sort of a freeze order that we would 
eliminate the very things that you are objecting to. 

Mr. Jones. There is one other factor that we should not lose sight of 
and that is the fact that both in World War II and in the Korean 
situation, the Congress acted. On January 30, 1940, we had the 
Emergency Price Control Act and general maximum price regulations 
were imposed only in 1942. There was a delay there in the imposition 
of the authority granted and the same was true in the Defense Produc- 
tion Act in 1950 which was adopted in September of 1950 by the 
Congress and was imposed in January 1951. 

The CHAIRMAN. It was not good; was it? 

Mr. Jones. Well, our most vigorous drives, at least in the Korean 
incident came during that period between September of 1950 and 
January of 1951. 

It seems to me that standby legislation will tend to give us some- 
thing of that same rigidity of change a h I think we are trying to 
avoid. We are trying to get back to a free interplay of economic 
forces. 

Senator Bricker. I will go further than anyone has gone here and 
say definitely that I am doubtful if OPS, the way it was administered, 
had any eftect on holding down prices to the ultimate consumer 

The CuarrMan. Proceed, Mr. Jones. 

Mr. Jones. A sound law to go into effect at some uncertain future 
date cannot be devised. The impracticability of the undertaking 
becomes evident from an examination of S. 753 itself. The key 
provisions of the bill—the formulas to be employed in fixing wage 
and price ceilings—are left blank; but they would have to be filled in 
on some arbitrary basis before the bill could be enacted into law. 
This highlights the difficulties inherent in such a proposal. Control 
legislation suitable to become effective in time of an economic boom 
would undoubtedly differ radically from that to become effective 
in time of an economic depression. Moreover, wage- and _ price- 
control legislation must be geared to our dynamic changing economy 
and is necessarily subject to constant change and amendment. 

I think we should not lose sight of the fact that we have a semi- 
mobilized economy at the present time which does in effect make our 
problem at the immediate time difficult. 

Now the point I am making here or that 1 am elaborating on here 
is the fact that I think it is not knowing when this emergency about 
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which we are concerned will arise and it is indefinite when that same 
situation will persist and we will be in a semi-mobilized state if we 
have to move. 

The Emergency Price Control Act of 1942 was not only amended 
several times, but was also supplemented by the Stabilization Act of 
1942 and the Stabilization Act of 1944, and was finally supplanted 
by the Price Control Extension Act of 1946. Each such amendment 
brought about some changes in the basic Jaw which experience had 
demonstrated to be necessary. In 1950, in reimposing wage and 
price controls, Congress again found it necessary to alter the formula 
of wage and price control of World War II to fit the then current 
economic need. The amendments of 1951 and 1952 were also dictated 
by the need for change. 

This is further demonstrated by the fact that the dairy industry 
is not now able to make specific proposals for additions to or amend- 
ments of S. 753 to meet specific needs of the dairy industry, because 
those needs can only be’ evaluated by superimposing such a bill upon 
a concrete, current set of operating conditions. Wage- and price- 
control legislation cannot exist in the abstract. It can only operate 
and be evaluated when related to a specific economic situation. A 
long, complicated bill, conceived in a vacuum, would be a bad law 
and worse than none at all. 

If there is to be such a law, Congress should not disregard the many 
problems relating particularly to the dairy industry for which Con- 
gress itself sought answers and prescribed amendments to the Defense 
Production Act of 1950, as amended, as it observed the functioning 
of the wage- and price-control program. 

Senator Bricker. Do you mean section 104? 

Mr. Jonzs. I am thinking of the various amendments under the 
wage and price provisions dealing with the interrelation of dairy 
products and dairy prices. 

The CuarrmMan. Of course that is one reason for a standby bill, so 
that we can do just that very thing, if you have time, and so that you 
in the dairy industry could come in and write the rules and regula- 
tions under which you could live, rather than to do it hurriedly and 
under pressure. 

As I say, that would enable you to do that. 

Mr. Jones. Our concern is not knowing when this problem of effec- 
tiveness in price controls—the facts and circumstances at the time of 
the regulation—maybe we are unusually sensitive because of the situa- 
tion we have seen developing in dairy products in the last 3 or 4 
months. 

The Cuarrman. I think you are very sensitive and rightfully so, 
because as far as I am concerned, this last Defense Production Act, 
in price, wage, and rent controls was handled about as badly as any- 
thing could have been handled. The rules and regulations, many of 
them were ill-conceived, they were hurried, and you got a lot of people 
in here to run it who did not know anything about the business. 

I can well understand your being gun shy of that sort of thing, but 
one of the purposes of the legislation—maybe the wording does not 
do it, but the purpose was to cure that sort of thing, so that you would 
not have the same thing again. 

In my personal opinion, if you do not have the freeze on or a standby 
bill and if you get into a big war —and if it comes it will come quickly — 
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you will get into the same thing you did the last time. Congress will 
hurriedly pass something and they will get a lot of fellows down here 
running it who do not know what they are doing. You fellows will 
come in here under pressure and go through exactly the same thing 
that you did before. 

Of course, it just gets back to the point of whether you want to 
prepare for that sort of thing or whether you want to wait until it 
happens. 

My judgment is based on experience, that is all. 

Mr. Jones. On the other side of that point, we are also concerned 
about the restraining effect and the retarding eftect of normal adjust- 
ments that especially the freeze legislation would contribute to our 
economy at this time. 

The CHarRMAN. You feel we should do advanced military planning 
in case of a big war? 

Mr. Jones. Yes. 

The CHatrrMAN. And that we ought to have a standby manpower 
law, to let the President draft next month zero men, or take a million? 
You agree to that? 

Mr. Jonzs. I think that is necessary in the office of the President. 

The CuarrMan. But you do not think we should do any planning 
for standby economic laws in case of a big emergency? Just simply 
forget that and go into the emergency unprepared? In other words, 
until the house gets afire, don’t do anything? It does not do any good 
to buy an insurance policy after you are dead. Nor does it do any 
good to buy a fire-insurance policy on your house once it catches fire. 

Mr. Jones. No. Of course, you need all of that insurance before. 
When we get into the field of economic controls, when we get into this 
field, we are in a field where we do not know the circumstances. The 
drafting of men, the calling of men to the military—we know how 
many men it takes to make an Army unit and how many to get for 
their purpose. We know how to handle them. 

The CHarrMan. I admit it is a complex and difficult thing to handle 
and at best it is bad. However, do you not feel we should do the best 
we can? That is the purpose of these hearings. I want you to say 
what you think. We have the responsibility, you see. If we do not 
get into a big emergency and things proceed as they have, we are all 
right, but if we do get into a big emergency and the thing gets away 
from us, it will be our hides, sitting at this table, because the people 
will blame us. 

If the Congress does not pass a freeze bill, when the President gets 
into an emergency he will say, “I had no law to act under, and the 
Congress will have to go into special session to do it.”’ 

Mr. Jonezs. It is an extremely difficult situation which we all recog- 
nize and it comes down to weighing the disadvantages which we see on 
standby control legislation and that sort of thing, against the need for 
having it. 

I do not claim iofallibility, but our position is that we better give the 
economy a chance now and count on prompt action of the Congress 
in freezing and moving forward in the event there is a change. 


The CuarrMANn. I voted against the Defense Production Act in 
July. 
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The only place where we disagree is that I think we ought to pre- 
pare for an emergency in advance. You feel we ought to wait until 
it occurs. 

Mr. Jones. And then freeze—maybe for 90 or 120 days—and move 
forward. I think the Congress will then be in a position to evaluate 
properly the delay. 

The CuarrMaNn. You just testified that under those circumstances 
your organization would still want to come in and testify, as would 
every other organization. Therefore you have a week, 10 days, 2 
weeks, 30 days, or 60 days. 

Mr. Jones. Senator Capehart, I think the testimony would gen- 
erally be directed to the consideration of what would go into the law, 
not necessarily to the freeze. 

The Cuarrman. I think we are in 100 percent agreement except 
that you want to do nothing until the emergency occurs and I want 
to get prepared for it. 

Mr. Jones. For disadvantages which I think would continue. 

The CuarrmMan. I see much merit or some merit in your argument, 
but having gone through it here a couple of times, I do not relish the 
idea of staying up all night as we did here for several nights, pushing 
things through without giving them due consideration. 

Senator Bricker. Mr. Chairman, may I ask a question? 

The CuHarrMAN. Surely. 

Senator Bricker. Do you agree with me at this time that if there 
is such an emergency that requires the imposition of either a freeze 
or a price and wage control, that the Congress would have to be in 
session at that time? 

Mr. Jones. It would be highly desirable. It seems to me if we 
were moving that close to a major emergency of the type contemplated 
by both of these bills it would be regrettable if Congress was not in 
session. 

Senator Bricker. And conditions might be entirely different from 
what we can anticipate. The policymaking power of the Government 
is in the Congress of the United States and the power to place a radical 
and ¢ nmeeee te control over American prices and wages is a policy power 
of the Government and is too much authority to give to any one man, 
however good he might be? 

Mr. Jongs. I would like to see it reside in the Congress. 

Senator Bricker. Where it is put by the Constitution and where it 
should remain. Congress might be called in session within 1 day’s 
time and we can pass a freeze if that is what we want. I voted with 
the chairman on the freeze. It is the only control over prices and 
wages that I ever voted for. I never voted for the price and wage 
control bill—I mean in committee—as it was actually put into effect. 
The only thing you can control is the psychological buying such as we 
had during the scare after the Korean war started. You can control 
that to a degree by a freeze. Congress might want to put it in and 
Congress might not want to put it in. They ought to retain to them- 
selves that re sponsibility; and not delegate it to any one man. It is 
too much power to put in the hands of one man—control over the 
total economy of the country. 

Now the chairman said a moment ago that you want to do nothing. 
I think we are going to do, or that we are doing the greatest construc- 
tive thing in re leasing the free economy of this country to strengthen 





itself ¢ 
we de’ 
streng 
counti 
any G 
Tha 
either 
trator: 
it is s¢ 
divisic 
The 
year, | 
would 
Sen: 
not to 
The 
they ] 
Seni 
month 
that t 
Congr 
might 
ought 
Unite 
Mr. 
The 
want | 
days, 
My 
autho 
They 
any ti 
days | 
not hs 
know 
can di 
I do1 
Hor 
issues 
need « 
not hi 
they ' 
Sen 
in my 
You 
of con 
factor 
of, th: 
now, 
would 
dange 
anyth 
Mr 
Sen 
all ov 


tO pre- 


t until 


| move 
aluate 


tances 
would 
ays, 2 


1 gen- 
e law, 


except 
want 


iment, 
sh the 
ishing 


there 
freeze 
be in 


if we 
plated 
not in 


from 
iment 
adical 
power 
man, 


ere it 
day’s 
| with 
s and 
wage 
ffect. 
as we 
yntrol 
nh and 
them- 
It is 
r the 


thing. 
struc- 
rthen 


STANDBY ECONOMIC CONTROLS So 


itself and to operate on a free basis as it always has. That is the way 
we developed our industry in this country. 1 think there will be more 
strengthening of the industry and the productive capacity of this 
country if they are left free for awhile than we could possibly do by 
any Government aid or Government crutches at this time. 

‘That is my position. I differ with the chairman on the need for 
either a standby law which is to my mind just stockpiling adminis- 
trators, or a freeze law which is stockpiling statutes. I do not think 
it is sound and I do not think it is consistent with our constitutional 
division of powers. 

The CuarrMan. On the other hand, had we had it on June 25 last 
year, had the President used it, the minute he went into Korea, we 
would be much better off today. 

Senator Bricker. But that is up to the Congress to decide and 
not to the President of the United States. 

The CHAIRMAN. Senator, does not the Congress decide it when 
they pass a freeze law and delegate the authority? 

Senator Bricker. We cannot anticipate what is going to happen 6 
months from now or a year from now. If there is such an emergency 
that the President ought to impose either price controls or a freeze, 
Congress ought to be here and Congress ought to decide. They 
might say we don’t need it, or that they do not want it now. That 
ought to be our responsibility and not that of the President of the 
United States. 

Mr. Jongs. I| think there is opposition. 

The CuHarrman,. Of course that is the big issue, whether or not you 
want to have that delay, and it is a delay of nobody knows how many 
days, but it is a delay. That is the big issue. 

My position is that the Congress, if it passes this legislation, is 
authorizing the President to do certain things under certain conditions. 
They reserve the right, of course, by concurrent resolution to stop it at 
any time. It is only for 90 days. It is not for 9 years, it is just 90 
days and that is all. It is just a question of whether it is better to 
not have a delay of 1 day, or whether you want a delay of I do not 
know how many days. Senator Bricker seems to think that Congress 
can do it quickly, but I do not know. I have been here 8 years and 
I do not know whether they can or whether they cannot. 

However, that is the big issue. We have certainly brought out the 
issues here, Senator Bricker and I. We both agree that we do not 
need controls at the moment. I voted against them last July, so I do 
not have to make my position clear on that at all. I did not think 
they were needed after last July. 

Senator GotpwaTEeR. Mr. Chairman, I would like to clear this up 
in my mind and I think in the minds of all of us: 

You feel, do you not, after experience with controls, that any kind 
of controls, either in existence or the threat of existence, is a deterring 
factor to the progress of the economy. That is what you are afraid 
of, that while we have a President in whom we have every confidence 
now, this emergency might not arise during his time in office and it 
would become a club over the heads of businessmen. I can see the 
danger to industry with regard to long-range purchase machinery, 
anything involving over 90 days. That is included in your thinking? 

Mr. Jonzgs. It is. ( 

Senator GoLpwaATeER. It is a fear expressed to me by businessmen 
all over the country and in my own business it involves long-term 
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contracts. I can see a condition of sale that would affect holdups 
in prices. The same thing we are confronted with in escalator clauses 
and other things in our contracts that have almost stifled freedom of 
trade between the difterent components of industry in the economy 
of this country. 

Mr. Jones. Yes; we feel that that rigidity of price or resistance to 
adjustments and price are rather clearly exemplified in the dairy 
industry which has a seasonal pricing pattern or tends to have due 
to the normal production cycle. 

The CHarrMan. Let me ask you this: If the Congress does not 
pass the freeze and we do get into an emergency—and there is cer- 
tainly that great possibility, I am sorry to say, as long as the Korean 
war exists—I do not know how many days it might take Congress 
to act, would your industry be willing to have its prices rolled back 
to a previous date? 

Mr. Jonus. I think that we would probably have to agree with 
it, yes, if it went to a normal period. I think there are many prob- 
lems in rollbacks as we all recognize. 

The CuatrMan. Suppose we do not have any such legislation 
and we get into this emergency that we hope we do not get into, 
and suppose it takes Congress a week or 10 days before they freeze— 
and it is my opinion that it might well take them longer; it depends 
upon the degree of the emergency, of course—I think it is just as 
certain as we are sitting here that the prices and wages and rents 
would be rolled back to the date the emergency began, just as certain 
as we are sitting here. 

Is that not just as much of a threat to the so-called inflationary 
matter you are talking about as the law would be? 

Mr. Jones. It is our feeling that the free economy operating 
as nearly free as possible, will tend to strengthen the overall economy. 

Now if there is a factor injected into the picture such as a threat 
of freeze by the action of the Executive, which persists throughout 
this period, it tends to restrain the chance of the ecomony adjusting 
itself. 

The CrarrMan. I am going to say this to you as a businessman: 
I can think of nothing that would be more stabilizing to me in my 
frame of mind than knowing if the big war starts next October that 
at that very minute all of the things that are up are going to remain 
at the same price and the things that I sell are going to remain at 
the same price until we see how big the emergency is. 

I would hate to live through the period as a buyer—and I am a buyer 
or have been—that in buying many, many items, I wake up some 
morning and find the prices are going up and up and up and I cannot 
keep my prices up with them. 

Of course, I will admit this, that if you have an inventory on hand 
or have a big emergency stock and you are able to wake up some 
morning and find that inventory worth 25 percent more than it was 
when you went to bed the night before, that I presume from a business 
standpoint would be a desirable thing. 

Nevertheless, when you sell that inventory you have to replace it at 
a higher price. 

Mr. Jonws. Yes; that is a rather difficult thing. 

The Crarrman. You have billions and billions of dollars worth of 
war orders at the moment that are on a fixed price. If you have much 
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of an increase in material costs, it would be quite disastrous to a lot 
of manufacturers. There is a fixed price for delivery over a period of, 
in many instances, over 2 or 3 years. They just cannot stand any 
increase in material costs. 

Mr. Jones. I do not want our position misunderstood. We are not 
announcing that we are opposed to a price freeze in the event of a 
national emergency. We are merely saying that we feel that such 
authority should reside in Congress. 

The CuarrMan. Let me say this: The purpose of these hearings is 
to get the viewpoint of you people and to get the viewpoint of the 
country. That is why we are here. I want you to stand up and say 
what you believe because that is the only way we can legislate, here, 
is from facts, experience, and so forth. 

Perhaps I am the fellow who is wrong and maybe you are right. 

Mr. Jonrs. I think there are two other factors or one other factor 
at least which might be involved: It is conceivable that after the 
adoption of a law such as proposed in S. 1081, that the Executive 
might not exercise the power granted even though Congress felt that 
he should, which would bring us to maybe an unfortunate impasse. 

The CuarrMan. If he did not, then we should have the thing that 
I am objecting to. Congress passed a law in 1950, Septe ‘mber, and 
the President did not put it into effect for all practical purposes until 
January. If he had the emergency and he did not use it, you would 
have the same situation that we are discussing. 

Mr. Jones. On this question of time, we are thinking that the 
emergency which is contemplated by S. 1081 is an emergency of the 
type which a declaration of war recognizes, which Congress must 
declare. 

The CuHarrMan. It is intended to be a grave emergency, where it is 
obvious to everyone that something ought to be dore. 

Mr. Jones. In those circumstances, in the case of a declaration of 
war where we have had a chance to consider it, Congress has acted 
with great dispaich. We feel that type of situation could be handled 
on a similar basis to effect a freeze at the time of the eme rgency. 

Senator Payne. In the event of an emergency such as you have 
described, let us say there is no law on the books. Would you not say 
the people of this Nation would expect that a freeze or something of a 
similar nature would be placed into effect? 

Mr. Jones. Yes. 

Senator Payne. Then can you say definite objection should be 
made to the imposition of legislation which w ould permit a freeze to 
be imposed the minute that emergency arose? Can you see any 
distinction in the minds of the people today or at the actual time 
the emergency arose? 

Mr. Jones. I think it is a psychological difference in that in our 
living we contemplate that our lives can be effected by legislative 
action of Congress or States or other legislative bodies. That is 
always in our thinking. But when you have a statute on the books, 
especially as would be the case in 1081 which delegates that legisla- 
tive power to the Executive, with general wording, which of necessity 
we must have—because we cannot now; at least I cannot conceive 
of exactly what the emergency will be: war, yes, but there might be 
something other than war as declared by Congress. We have had 
it in the past. 
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Senator Payne. We agree, do we not, that with the lifting of all 
controls at the present time, such as we are in the process of doing 
now, that we are returning to a free economy? Is that right? 

Mr. Jones. Insofar as that is possible, yes. 

Senator Payne. A pretty general free economy, which will be gov- 
erned by the measure of supply and demand? 

Mr. Jonss. Yes. 

Senator Payne. That will govern in turn the price structure, 
because no matter how much you might want to hold up your price, 
if your psychology were such that you see an imminent freeze coming, 
on a basis of supply and demand you would have to adjust your 
stim at least to the point of where you are going to get consumption; 
is that right? 

Mr. Jones. Yes; but especially in a seasonal industry there is a 
possibility of—you do not always have to move if there is a reason 
against it. I mean you might forego some sales, even during a period 
of time to maintain a price base which would be desirable. 

There is a certain psychological restraint. How you measure it is 
a little difficult, I admit. 

Senator Payne. Do you not think this psychological restraint you 
refer to is a restraint that is going to be in the minds of the American 
people just so long as any emergency such as we are faced with at the 
present time exists? In other words, the present Korean situation, 
or even a threat that might occur in any other section of the world 
which affects the peacetime efforts of our Nation—the normal peace- 
time efforts—do you not think that psychology is going to continue 
to exist in the minds of the American people, wondering today, won- 
dering tomorrow and the day after, as to what is going to happen? 

Mr. Jones. Yes. I do not think we can get away from it. It is a 
matter of degree. 

Senator Payne. If you have such legislation which does permit a 
freeze to go on, can it have any greater effect upon the psychological 
attitude of the people than without it? The people wondering and 
saying, “I know when this time comes and finally arrives, we are 
going to be under the freeze anyhow,” or something of that similar 
nature? 

Senator GoLpwaTer. Might I suggest something here: I think 
we are forgetting one thing when you ask that question: In 1940, 
1942, and again in 1946 this country did not have the productive 
capacity to take care of war and peacetime needs. We do have that 
today. Even with war going on in Korea—and I think it is a war— 
we have productive capacity in this country now to supply both the 
needs of the military and the needs of the civilian. 

Now with that obstacle having been overcome I do not think the 
question of psychology is going to enter into it particularly. It 
will in some fields. 

Mr. Jones. That is what I have earlier referred to as a semi- 
mobilized state or a partially mobilized state which is a somewhat 
different situation than we had prior to the incident. 

The Cnarrman, At the time it is a semistate of war but if you got 
into this emergency, instead of using 16 percent of your national 
product for war, you would immediately jump up to 40 percent, 
we did in World War II. I think in World War II, we went es 
between 40 percent and 50 percent. The situation changed. 
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It also changes in this respect: While we have this productive 
capacity today, and it is great, and there is an abundance of goods, 
the cost of cmiacin those goods is away up, too. The margin of 
percentage of profit is very, very small and the cost of producing 
the goods is likewise much higher than it was in 1943. So if you got 
much of a decrease in se lling price and your cost of doing business 
remained as it was, vou would bankrupt everybody in Americt 

Senator GotpwaTter. That would not necessarily be true if t es big 
portion of the cost is taxed. If we have better operation in govern- 
ment I think we can take care of that. 

The (CHAIRMAN Will you acheter Mr Jones You are not recom 
mending amendments or changes in any of the legislation? 

Mr. Jones. That is right 

The CHAIRMAN. You may proceed in your own way 

Mr. JoNEs. My statement continues as follows: 

Congress, as a coordinate branch of the Government, should retain 
its law-making functions and act jointly with the Chief Executive in 
the light of conditions then existing, if the imposition of controls be- 
comes an issue calling for governmental determination. Experience 
has taught us that when the need arises the Congress can and does act 
quickly. Any past delays in applying controls upon wages and prices 
have not been due to lack of legislation. 

During the last 20 years bureaus, authorities, and agencies multi- 
plied to an extent never before thought possible. ‘To create and 
maintain the stand-by organization envisioned by S. 733 would 
duplicate much of the work being done by existing agencies, such as 
the Departments of Commerce, Labor, and Agriculture and would 
involve substantial and unnecessary expense. ‘The new administra- 
tion has as one of its goals the elimination of unnecessary agencies, 
reduction of governmental expenditures, and the balancing of the 
budget, as a preliminary to lightening the excessive tax bu rden. 

Everyone admits that permanent price and wage control would 
lead inexorably and quickly to quotas for production, subsidies, 
rationing, and finally complete regimentation of manpower and the 
means of production. 

Everyone admits price and wage controls treat only the symptoms 
and not the underlying causes of inflation. Their exercise can delude 
the people, at least temporarily, and permit Government to follow 
unsound and inflationary monetary and credit policies, thereby in fact 
strengthening instead of weakening inflationary pressures. 

Stand-by wage and price-control legislation would tend to make 
permanent the conditions prevailing in the minds of men during the 
‘voluntary’? wage- and price-control phase which preceded the general 
price freeze under OFS in January 1951. There would be a tendency 
to keep prices end wages higher than their natural levels because of a 
fear of a wage and price freeze. Such legislation would be a constant 
deterrent against the lowering of prices or wages as conditions might 
temporarily warrant for fear that prices or wages could not later be 
increased if later conditions should so require. 

Stand-by wage- and price-control legislation would inevitably ham. 
per the free te ee of the economy. It would be a confession on 
the part of the Government that Government does not believe in the 
free-enterprise system. Businessmen, farmers, and labor could not 
make their plans and operate in the faith of an enduring free economy. 
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In short, standby legislation would exert constant inflationary 
pressure and is unwarranted under existing conditions. 

Our objections to S. 753 as it applies to wage and price controls 
carry over in principle to S. 1081. We concede ‘that if standby legis- 
lation has to go on the books, S. 1081 is less objectionable in this 
respect than S. 753. 

Enactment of standby legislation, even of the freeze type, would 
be another step toward building permanently into the statute books 
a system of Federal bureaucratic regimentation of the economy, since 
it would be a pronouncement by Congress that Government must 
intercede to control our free economy from time to time. 

Although couched in terms of temporary legislation, experience 
demonstrates that it is only too easy for temporary legislation to 
become permanent legislation. 

S. 1081 is inflationary in nature almost to the same extent as S. 753. 
With a wage and price freeze hanging over industry, agriculture, and 
labor, there will be a decided tendency for wages and prices to resist 
downward adjustment because of the ever-present fear of the imposi- 
tion of ceilings at current levels, thus preventing the restoration of 
such decreases as changing economic conditions would justify. 

If an emergency should arise endangering the public safety, Congress 
could then meet and authorize a temporary freeze of wages and prices, 
and have the time during such temporary freeze within which to enact 
appropriate legislation to be operative during the period of the 
emergency. 

The maintenance of the National Advisory Council with such 
personnel as would be necessary to carry out their functions, as 
detailed in S. 1081, would result in unnecessary expense for services 
duplicated by existing agencies, although perhaps to a somewhat lesser 
degree than in the case of S. 753. 

Congress, in establishing a system of wage and price controls to 
become effective in the future, finds itself confronted me the necessity 
for establishing standards to guide the Executive in determining 
when such controls should be imposed. All che agree that a 
declaration of war would be such an emergency as would ‘justify such 
a freeze of wages and prices. However, in recent times experience 
has demonstrated that major military operations are only too fre- 
quently carried on without such a declaration and it is therefore 
impossible to sufficiently define such a standard as would adequately 
guide the Executive in determining when such controls should be 
imposed. Only Congress itself, in ‘the light of the existing circum- 
stances, can determine whether the need for such a wage ‘and price 
freeze exists. 

Turning to S. 1081 we should like to make certain observations 
with respect to specific provisions thereof. 

Prices subject to controls tying them to an arbitrary base period 
cannot be said to have been dete .rmined by the free play of economic 
forces. Likewise, it cannot be said that immediately after the 
termination of such Sommees prices have been SO determined. If 
S. 1081, describing prices in section 801 to be “now generally in 
normal relationship’ has reference to prices determined in a free 
market, we submit that it is wholly inaccurate and such language 
should be omitted from the bill. 
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It is not clear from a reading of S. 1081 whether it would require a 
simultaneous imposition of wage and price controls. We assume such 
was the intent since recent experience with wage and price control 
legislation dictates that such controls are inseparable and neither is 
effective without the other. In order to remove any possible ambigu- 
itv, however, we suggest that the word “simultaneous’’ be inserted 
after the word “ceilings’’ in line 25, page 3 of the bill. 

Section 703, as well as section 705, should not become operative 
until ceilings are established and there is need for an agency to admin- 
ister the law. Otherwise, a vast standby administrative agency could 
be set up and a make-work program carried out at great expense to 
the Nation. 

Moreover, S. 1081 is deficient in failing to contain any prohibition 
against hoarding or unreasonable accumulation of inventories which 
could occur during a freeze period. 

There has not been an opportunity to review the amendment which 
Senator Bush introduced on Friday. The reports would indicate it 
anticipated some of our observations in this statement. 

It eliminates the expense of any standby agency and places reliance 
for necessary economic studies on existing agencies. 

The setting of a termination date tends to minimize the inclusion 
of such controls as a permanent addition to our law. It does not, 
however, give the Executive any better standards by which to judge 
the need for controls or eliminate the inflationary effect which the 
threat of such controls would generate. S. 1081, with the Bush 
amendment, would still shift to the Executive a determination which 
Congress should make or at least share in. 

With regard to S. 1081, it occurs to us that S. 1081 is providing for 
the imposition of ceilings, and does not make it clear that ceilings 
should be imposed simultaneously on those wages and prices, which 
we assume was the intent. 

The CuarrMaAn. There was the intent and if it does not, as far as 
I am personally concerned we will see that it does. You cannot 
control prices without controlling wages. 

Mr. Jones. As you notice in my statement, we make one suggestion 
and that may be the best. 

The CHarrmMan. I would not vote for it unless it included both 
features. 

Mr. Jones. The other question is the implementation of sections 
703 and 705. It would be our feeling that those sections which were 
provided, sections 703 and 705, should not become effective until the 
imposition of controls. 

One other omission which occurs to us is that in S. 1081 there is 
no provision against hoarding and unreasonable accumulation of 
inventories which could occur. 

The CuarrMan. You feel that Congress should also deny anyone 
the right to hoard, along with freezing prices and wages and rents? 

Mr. Jones. Yes. I think we can introduce some serious disloca- 
tions to your economy by the unwarranted rushing out and buying 
of materials, in some cases unfairly and in other cases increasing the 
inflationary effect. 

Senator Bricker. Of course control of inventory is a similar matter. 
You can always control inventories. We put that provision in the 
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original act, and throughout the period of the controls there was 
surveillance of inventories all over. 

Mr. Jones. If S. 1081 is to be the freeze technique and does not 
specifically include that authority, there might be some question 
about it. 

The CuarrMan. We can certainly give consideration to that. 

Senator GoLpwaTer. Mr. Chairman, may I ask one more question? 

The CuarrmMan. You may, Senator Goldwater. 

Senator GotpwarTer. In the event that we have to have controls 
in the future, do you feel controls will work unless they are put on 
every part of our economy? I refer to lawyers’ fees, doctors’ fees, 
amusements, and some 11 items that are in this proposed standby 
bill that should be exempt. 

Do you think we can actually control inflation unless we control 
every single part of our economy? 

Mr. Jonns. My considerations have gone more to the commodity 
fields than the business fields and I think in the main, price control 
needs to be very broad and wage controls very broad in general. 

When you get into professional fees and that sort of thing, lam a 
little at a loss to measure their effect on the overall economy. 

Senator GotpwarerR. I think the average family pays 6.8 or 
6.9 cents out of their dollar for professional-type services. I am not 
picking on that particular thing, but you think that part of the failure 
of this controlled period was the fact that everything was not con- 
trolled equally and prices and wages would go up independently? 

Mr. Jones. I think one of the serious problems in control are the 
dislocations which arise during a partial control and which are inherent 
at the time it becomes effective. I think it is the dislocations which 
are a substantial part of our problem. I do not have the answer. 

The CuarrMan. These exemptions that the Senator is talking about, 
of course, are a part of the present Defense Production Act. 

Senator Bricker. I do not see how you can put a value on profes- 
sional services or that you could find a formula. 

Mr. Jones. I do not believe the lawyers have ever been able to 
come to an exact science of determinng fees. 

Senator Bricker. There is no science to it. 

The CuarrMan. Every time I hire a lawyer his fees are too high. 
At least I think so, though he does not. 

Thank you very much, Mr. Jones. We appreciate your testimony 
very much. 

Now, Mr. Kitchen. Mr. Kitchen represents the United Fresh 
Fruit and Vegetable Association. 


STATEMENT OF C. W. KITCHEN, EXECUTIVE VICE PRESIDENT 
UNITED FRESH FRUIT AND VEGETABLE ASSOCIATION 


The CHarrMan. You have a very short statement here. Would 
you like to read it, Mr. Kitchen? 

Mr. Kircuen. Yes, if you do not mind. 

My name is C. W. Kitchen and I appear here as the executive vice 
president of the United Fresh Fruit and Vegetable Association with 
headquarters in Washington, D.C. The membership of this associa- 
tion—about 3,000 in number residing in all parts of the country— 
represents the marketing functions necessary to prepare, distribute, 
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and merchandise fresh fruits and vegetables from producer to the 
retail store, or its equivalent. We ask for the committee’s attention 
only with respect to the provisions of S. 753 as they may be applicable 
to price controls on fresh fruits and vegetables. 

Even in standby legislation, such as contemplated by 8. 753, we 
recommend that fresh fruits and vegetables be exempted from price 
controls. The unhappy experience of the Government thus far with 
attempts to impose price ceilings on these highly perishable com- 
modities supports that recommendation. Price-control orders cannot 
be equitably drawn nor adequately enforced. Prices of these com- 
modities fluctuate seasonally and within seasons, and are controlled 
by supply and demand. Most of the vegetable crops are planted and 
ready for harvest in a period of 90 to 120 days. 

Under S. 753 price ceilings presumably would be imposed only 
during periods when growers would be justified in expanding produc- 
tion if it were possible for them to do so. Price ce ilings, or even the 
threat of them, would tend to discourage more production. 

The Cuarrman. Will you yield just one moment. You say 
“price ceilings, or even the threat of them, would tend to discourage 
more production.” 

If you knew your prices were going to remain the same, going on the 
basis that the selling price you had at the time was the proper selling 
price, how would it affect production? 

Mr. Kircuen. In the first place, I do not think anyone could be 
sure that his costs would not rise. 

The Cuarrman. Under the bill there is a definite 90-day freeze 
of all prices, wages, and rents. 

Mr. Kircnen. That is true, but in these perishable commodities 
you could not even be sure you could sell them at the ceiling price if 
production was too high. 

The CHarrMan. If you could not sell them at the ceiling price, no 
harm would be done, would there? 

Mr. Krrcnen. Except that you would take a loss because your 
prices would be higher. 

The Cuarrman. You would be doing that of your own free will, 
would vou not? 

Mr. Kircuen. There is no wage control in this production and there 
is no price support on it, nor is there any certainty regarding yield. 

The CHarRMAN. We took it out as you well know. 

Let me say this, under S. 1081, this freeze act, the President is given 
the right to make exemptions and he could very easily, for the 90-day 
period exempt fresh fruits and vegetables if he wanted to. 

Mr. Kircuen. The difficulty " have is that they did not need t 
put potatoes under price control, but when you have legislation tha as 
implies that when a certain statistical position is reached and pressure is 
brought upon the administrative agency by consumer groups and 
others to do something about it, then they feel they have to put on 
the ceilings, and that is what was done before. 

The CHarrMan. You may proceed in your own way. 

Mr. Kircnen. Under existing legislation the Government does 
not support the prices of these perishable commodities nor does 
5. 753 contemplate such action. Should’the President direct, how- 
ever, price ceilings could be imposed under 8. 753 at parity or at 
the highest price during a period yet to be determined, In other 
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words, under S. 753 as with other attempts at price controls on 
these commodities, the Government could fix prices on the upside 
but provides no protection on the downside. 

Moreover, the history of these commodities shows excessive 
supplies, with attendant surplus marketing problems, more often 
than conditions of scarcity. Not even during the darkest hours 
of World War II did the Government seriously consider rationing 
these fresh perishable commodities. 

The Congress reviewed this same problem last spring when ex- 
tension of the Defense Production Act was under consideration 
and withheld authority to impose price ceilings on fruits and vege- 
tables in fresh or processed form. Under the Defense Production 
Act only one attempt was made to control prices of fresh fruits 
and vegetables and that was on potatoes. After 5 months of con- 
fusion, distortion of normal channels of distribution, and black- 
market violations, the Congress decided that was enough. 

I shall not burden the committee with a discussion of the unhappy 
experience of the Office of Price Stabilization with the potato order, 
but the committee may be interested in knowing that prices received 
by growers in the 29 late potato States whose crop was marketed 
between September 1951 and June 1952 averaged $1.69 a bushel or 
96 percent of parity for the season as reported by the United States 
Department of Agriculture. Despite the price-ceiling order, which 
was in effect from January to June 1952, farm prices rose from $2.07 
per bushel in January to $3.10 per bushel in June, and retail prices 
as reported by the Bureau of Labor Statistics, rose from 7 cents to a 
little more than 8.5 cents a pound. Whether black-market prices 
were included in the Government figures in all instances might 
reasonably be open to doubt. 

Under 8. 753 producers would be required to make their production 
and marketing plans faced with the uncertainty that conditions 
might arise which would again confront them with price ceilings. 
We believe that the Congress should exempt these perishable com- 
modities from S. 753 rather than leave the decision to the executive 
branch under legislation which implies that price controls should be 
attempted again when certain statistical formulas indicate the need 
for such action. 

We do not want to leave the impression with the committee, 
however, that no condition could ever arise under which price controls 
on fresh fruits and vegetables should be undertaken. Should the 
tragic event occur of a direct attack upon this country the Congress 
most certainly would be called into extraordinary session, if it were 
not then in session, and the President granted powers far beyond 
those contained in S. 753 to cope with the terrible conditions which 
would then confront the country. 

The CuarrMAN. You are taking no position on the legislation one 
way or another, except that you think that fresh fruits and vegetables 
ought to be exempt? 

Mr. Kircnuen. That is right. 

The Cuarrman. Under the 90-day freeze the President is given 
the right to exempt them if he wanted to? 

Mr. Kircuen. We have had two experiences now where it cannot 
be enforced. 
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The CuarrMaN. If the time of 90 days was reduced to 60 days that 
would be helpful? 

Mr. Kircnen. That would be helpful. 

The CHAIRMAN. Your objection goes to the seasonal industry? 

Mr. Kircuen. The big problem before you is whether or not you 
should have standby legislation. I think S. 1081 is preferable to 
S. 753. In 8. 1081 you still have some pretty broad language there 
in that the President may take this action in the interests of national 
security or economic stability. 

The CHarRMAN. S. 1081 of course is a 90-day freeze. It also covers 
legislation which if adopted the Congress would immediately come 
into session and proceed to pass many of the laws or rules and regula- 
tions possibly similar to what is in the S. 753. 5S. 1081 is simply a 
straight-out freeze and then Congress proceeds to do whatever it sees 
fit in its wisdom. If it thought controls ought to be continued then 
it would proceed to pass a bill incorporating many of the things that 
are in S. 753. 

Mr. Kircuen. My own feeling would be that it would be better 
if some agency of the Government were definitely charged with the 
responsibility of actually pre paring the orders that would be necessary 
in the event of certain situations arising, even including the destruction 
of the National Capital if that might occur. I assume the military 
people are preparing for every kind of condition they can imagine. 

The CHAIRMAN. You have stated the purpose of the legislation 
pel fee tly. 

Mr. Krrcnen. My only difference is that I would not give the 
President the authority to put those orders into effect without further 
action by Congress. 

The CHarrMaANn. In other words, you would prefer Congress to 
pass a bill setting up either an organization to do this, to write the 
rules and regulations in the law and get all ready—either a new 
organization, or let the Department of Commerce handle it—and 
then have the Congress pull the trigger? 

Mr. Kircnen. That is correct, even including the type of organiza- 
tion and perhaps some of the people who should operate it. 

The CHarrMAN. Well, you and I agree that we ought to plan for 
such an emergency and not wait until it is upon us, then. 

| have been through it and you know the haste and speed and 
hysteria in the last two instances which occurred during my lifetime. 
It gave us what I considered to be bad price, wage, and rent control 
legislation. The administration of it was bad, and the ane and 
regulations were bad. You get the wrong kind of people in here 
running it and the reason you get them is bec ause you have 5. a 
and you are under pressure. 

| would like to avoid that if we have another emergency which 
makes it necessary to have price, wage, and rent controls, which | 
hope we will never have. If we do, I would like to benefit by our 
past mistakes. What is the use of a man getting the experience if 
he does not benefit by his past mistakes? 

Mr. Krrcnen. I have been through it both times also, in the Govern- 
ment and outside and I really do think it is more important for the 
Government to be charged with the responsibility of getting ready, 
specifically. 

The CHarrMAN. That would require legislation. 
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Mr. Kircnen. Yes, rather than giving the President power to issue 
a freeze order. 

The Curarrman. Your objection to the legislation is with regard 
to who pulls the trigger. You think the Congress ought to do it. 

Mr. Kircuen. Definitely. 

The CHarrman. You do think we should have some legislation to 
get ready? 

Mr. Krrcnen. I think someone should be charged with the respon- 
sibility of being ready and I mean actually outlining the orders that 
would have to be issued. 

The CuHarrMan. I go further than that and say that I would permit 
the industry to come in themselves and go over the regulations and 
say, ‘‘We can live under this,’’ when they are under no pressure or 
hurry. 

Mr. Kircuen. That is the point I wanted to make and I think it is 
most important: If you and I were to sit down with certain people in 
the Government and determine what kind of price-ceiling order would 
be necessary in the event of certain conditions and knowing at the 
same time they did not have authority to issue that order now, we 
would approach it quite differently than we would if we were brought 
in like they were last time and be told, ‘“‘We have a potato order, but 
we cannot tell you what is going to be in it.’”’ Industry could function 
more helpfully in such circumstances than if they knew some sort of 
order might be issued almost immediately. My suggestion is merely 
the difference between proceeding carefully and acting hastily. 

The CuarrMan. We have a standby bill on manpower, with the 
men in the military. I hope our Chiefs of Staff have standby plans 
for defending the United States if we are attacked and know what we 
are doing and what we are going to do if we are called into a war at 
any place in the world. 

Now I feel if we do the thing that we ought to do now insofar as our 
economic and domestic controls are concerned, we would have this 
thing pretty well buttoned up. 

Mr. Kircuen. We should be prepared. 

The CuarrMAN. That was my purpose in bringing it to the attention 
of the country and bringing it to the attention of this committee and 
the Congress. 

The Congress will have to decide in their wisdom what they want to 
do but we are certainly going to have fair and equitable hearings and 
let everybody say just what they think. 

Senator Gotpwarrr. Could you summarize right quickly what 
is your suggestion? You do not want to see the freeze order, as I 
understand it, but some type of legislation that the Congress might 
consider, now? 

Mr. Kircnen. Well, we feel, Senator, that the experience with 
price controls on fresh fruits and vegetables is such that they cannot 
be enforced. Although they meant well, all the orders did was to 
distort the regular pattern of business, take business away from 
honest people and create black markets. That has been definitely 
established. Therefore, if you are going to pass anything like S. 753, 
we ask that they be exempted just as they were exempted last year 
in the Defense Production Act. 

Now when we get on to the broader question as to whether we should 
ever have price controls on these commodities, we do not go that far. 
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We can anticipate that a direct attack on the United States will 
create a condition altogether different than we have ever talked about 
before, and enforcement with fighting in the United States would be 
an entirely different situation than the so-called police actions in 
Korea where people become more or less apathetic about it. 

My next suggestion to the chairman was that rather than pass 
specific authority for the President to impose these orders whenever 
he considered it necessary, that instead an agency of the Government 
be empowered and directed to plan the kind of controls that would be 
necessary under any kind of a situation that could arise. And I 
mean go so far as to have specific orders prepared and ready to put 
into effect upon almost a moment’s notice. However, I think the 
Congress should be here and, of course, should say when there was 
authority to put those orders into effect, and if we visualized the situa- 
tion that I think we all have in the back of our minds, I cannot imagine 
that Congress would waste very much time on hearings on legislation 
of that kind with the conditions then confronting us. 

The CuarrMAn. You want to go ahead and do everything that 
should be done in the way of getting ready, but you want the Congress 
to pull the trigger? 

Mr. Kircuen. That is right, and during those proceedings, with 
the administrative agencies, we will take our chances on getting an 
exemption on fresh fruits and vegetables. 

The CHarrMAN. Thank you, sir. 

Are there any other questions? 

I believe there are no other witnesses this morning. We will stand 
adjourned until 2 0’clock, at which time we are going to consider the 
nomination of Mr. Cole to be the Administrator of the Housing and 
Home Finance Agency. At 10 o’clock in the morning we will again 
take up controls legisls ation. 

(Whereupon, at 12:30 p. m., the hearing recessed to reconvene at 
10 a. m. Tuesday, March 3, 1953.) 
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TUESDAY, MARCH 3, 1953 


Unirep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met pursuant to recess in Room 301, Senate Office 
Building, Senator John W. Bricker presiding. 

Present: Senators Bricker, Bennett, Bush, Goldwater, Maybank, 
Robertson, Douglas, and Lehman. 

Senator Bricker. The committee will come to order. We will 
continue the hearings from yesterday. 

The first witness will be Mr. Ian Imbe v of the Institute of Surplus 
Dealers, Inc. 

Do you have a prepared statement, sir? 

Mr. Impey. That is correct. 

Senator Bricker. Would you like to submit that? 

Mr. Impey. I would like to submit it into the record, but there 
are a few paragraphs I would like to read. 


STATEMENT OF IAN IMBEY, CHAIRMAN, INSTITUTE OF SURPLUS 
DEALERS, INC. 


Mr. Impry. Mr. Chairman, I would like to take this opportunity 
i thank you and the other distinguished members of this committee 
for the opportunity you so courteously extended to us to appear 
before you at this hearing. I thank you sincerely on behalf of the 
Institute of Surplus Dealers and as chairman of its legislative commit- 
tee. 

We appear before you, gentlemen, to voice objection to section 
201 (ec) and section 201 (d) of title II of Senate bill 753. After a long 
and careful study, we are firmly convinced that section 201 (c) and 
section 201 (d) should be expunged in their entirety from the bill. 

Senator Ropertson. You are familiar with S. 1081? 

Mr. Impry. Yes. 

Senator Ropertrson. A majority of this committee has joined in the 
introduction of that bill so I think you can take it for granted that 
5. 753 has for all intents and purposes been amended. 

We did not feel it was necessary to have an elaborate system of 
standby laws on the books. We just wanted to have some quick 
provision to maintain the status quo should an unexpected emergency 
arise, and freeze wages and prices and rents for 90 days until the 
Congress could decide what it wants to do. 

Mr. Impry. Mr. Senator, may I say at this time, after I speak a 
few words on behalf of these two bills, I will show this committee how 
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essential it is to eliminate these two paragraphs from this bill for the 
benefit of the taxpayers of the United States. 

Senator RoperTson. You know what the judge said to the lawyer 
who insisted on arguing? 

He said: “I have decided to rule with you, but you may talk me 
out of it.” 

You may procee dd. 

Mr. Impey. I thank you very kindly. 

Section 201 (c) is concerned with the disposition by the Govern- 
ment of real property acquired under title II; section 201 (d) provides 
for disposition of personal property so acquired. While the essential 
basis for deleting both sections from the bill are similar, we shall for 
expediency and clarity under present circumstances address ourselves 
solely to section 201 (d). It must, however, be kept in mind that 
whatever we set forth herein regarding section 201 (d) applies with 
equal force to section 201 (ce). 

In broad outline section 201 (d) should be removed in its entirety 
from Senate bill 753 for the following reasons: 

First, it is contrary to sound economic principles. 

Second, it is not germane to the avowed basis for the bill as set forth 
in the declaration of policy. 

Third, it is in derogation of the best public interests. 

Fourth, it is contrary to all concepts of property rights. 

Fifth, it gives rise to possible dangers. 

Sixth, it will destroy a business group essential to our country’s 
economy. 

Section 201 (d) is contrary to sound economic principles: It is sub- 
mitted that the best and soundest economic principle on which this 
country is to operate is a free competitive economy. In his State of 
the Union message and in other public pronouncements we have seen 
that this principle has been embraced by President Eisenhower as a 
guidepost for the administration. 

In fact, we find this principle clearly enunciated in the instant bill 
at page 2, lines 13-19, where it is stated: 

The purpose of this Act is to provide the basis for such action in the event serious 
economic dislocations threatening the national security or welfare develop. It 
is the sense of Congress that direct economic controls are incompatible with the 
American free enterprise system and should be invoked only if an emergency 
arises serious enough to threaten the economic well-being or national security of 
the United States and within the framework as far as practicable of the American 
system of competitive enterprise. 

Thus, with regard to personal property to be disposed of under 
section 201 (d) consistency, which is to be desired, with the avowed 
economic principle requires that such disposal be made only in a free 
market, one in which all who seek such property have an opportunity 
to pure chase it in competitive bidding. However, we find in the sec- 
tion authority to withhold the property from a free competitive 
market. 

For it is there set forth that— 

* * * the President may dispose of such property on such terms and conditions 
as he shall deem appropriate, but to the extent feasible and practicable he shall 
give the former owner of any property so disposed of an opportunity to reacquire 
it (1) at its then fair value as determined by the President or (2) if it is to be dis- 
posed of (otherwise than at public sales of which he is given reasonable notice) at 
less than such value, at the highest price any other person is willing to pay therefor. 
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Such authority to sell to former owners or others negates the very 
essence of a free competitive economy. 

Nothing less than open and competitive bidding is consistent with 
the economic principle enunciated in the bill itself. 

Section 201 (d) is not germane to the avowed basis for the bill as 
set forth in the declaration of policy: The basis for the instant legisla- 
tion is the emergency brought on by the international situation. All 
the authority sought rests upon the existence of this emergency situa- 
tion. On page 2, of the bill, lines 9-12, we see that 
lhe purpose of this Act is to provide the basis for * * * action in the event 
serious economic dislocations threatening the national security or welfare develop 
And, constitutional rights. Once title has been transferred to the 
Government, the property belongs solely to the Government with all 
rights flowing therefrom. The seller then has only the right to recover 
the sales price: he is forever divested of all property rights in that 
which he has sold. This is basic in the law of our land and in every 
concept of our econo ny. 

However, this section appears to provide a basis for changing this 
basic concept when it gives authority to resell to the original owner on 
a negotiated basis. This is patently wrong. It is not inconceivable 
that the language of the section will give rise to claims in the courts 
by former owners to the indisputable right to repurchase property 
which they have sold. The legislature must be ever wary of permit- 
ting even the possibility of such claims and should, therefore, expunge 
this section from the bill. 

Section 201 (d) gives rise to possible dangers: The section is barren 
of any objective standard for setting a price under the proposed 
authority to sell back to the original owners. It would seem almost 
impossible to set such a standard. However, it is not beyond belief 
that the authority to so dispose of the Government’s property will 
provide an area for the individuals who carry out the administrative 
eee to sell for less than “* * * its then fair value * * *” 

p. line 25). The possible dangers lurking within the proposed 
Pasaties are too obvious and too many to require further discussion. 

Section 201 (d) will destroy a business group essential to our 
country’s economy: Surplus dealers, who number some 30,000 through- 
out the country, have performed an important function in the Amer- 
ican economy. When the tremendous liquidation of Government 
property stockpiled during World War II was commenced, it was 
the surplus dealers who came forward to immediately pay cash for 
otherwise then unusable property. Not only was the Government 
benefited by receiving the highest possible prices through competitive 
bidding but by reason of the quick liquidations made possible by the 
surplus dealers, vast savings were afforded the Government in ware- 
housing, shipping, and personnel costs. Ali this was done in a short 
period of time. 

Further, help was given to the economy by the method of dis- 
tribution by the surplus dealers. Most of the property became their 
inventory to be held for orderly sale over a long period of time. The 
property was not quickly dumped on the market to make for panic 
prices. Sales outside the country were made only to NATO countries, 

When the present emergency first occurred the Government found 
immediate and urgent need for many items which it was fortunately 
able to obtain from surplus dealers at fair and reasonable prices. 
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The surplus dealers look with fear at the possible enactment into 
law of section 201 (d). To them it well may be the death knell. If 
they are foreclosed from purchasing the Government’s stockpiled 
property, they cannot remain in business. 

It is to be hoped that world conditions will soon dissipate the 
present emergency. When that occurs, the tremendous stockpiles 
must be liquidated. The existence of ‘surplus dealers is the only 
potential for an orderly liquidation at the highest possible prices 
through competitive bidding. 

We have at this time set forth only a skeleton outline of a reasonable 
and sound basis for deleting section 201 (d) from Senate bill 753. As 
pointed out earlier, the same reasons are grounds for deleting section 
201 (ce). We respectfully request this committee to afford us the 
privilege of submitting additional material in support of our position. 

Senator Bricker. Are there any questions? 

Senator Busu. The danger does not arise from what we want to do, 
but what Congress might do in case they wanted to write another bill. 
I agree wholeheartedly with what he says about these sections. 

I would hate to see them ever come into a bill if we ever sat down 
to rewrite one and I appreciate your bringing these points out. 

You know they say it is not what we do, it is what we do not do. 

Mr. Impry. I would like to illustrate a few things about these 
principal points: 

I am speaking now of property acquired by the United States 
Government that they righteously bought from the manufacturer or 
the dealer or whatever it may be. 

After the end of the war, and it has been declared surplus by the 
United States Government, they do not need it for the purposes of 
defense and it becomes a surplus commodity. 

This surplus commodity, or whatever you may call this property, 
is at present lying in various warehouses throughout the United 
States, and waiting its turn to be sold at a competitive-bid market. 

It is also true that some of that merchandise is laying in the wide- 
open spaces just rotting away, destroyed, and it is worthless because 
it has been laying too long. The disposition of this material has not 
been acted upon. It should have been acted upon a little faster to 
get rid of this merchandise so it could get into the hands of the surplus 
dealer and eventually get into the right place, where it belongs, and it 
would return a fair amount of money to the taxpayers. 

May I illustrate, for instance, one particular item: The United 
States Government has bought, during the time of the emergency or 
during the time of our war, thousands and millions of miles in tele- 
phone wire. 

In the trade we call it W-110-B. It was used for the purpose of 
setting up communications for our soldiers as they advanced into the 
field. 

When the war ended I found through the various parts of the 
country that these reels of wire were simply cast aside as useless, as 
waste material, as being too poor for our economy. 

If the United States Government would return this wire to the 
original or former owner and ask him to buy it, he would simply say, 
“Gentlemen, all I can tell you if you want to send it down to our 
smelting mills, we will accept it, but you pay the freight because it 
is not worth it. It is practically scrap.” 
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Yet we, the surplus dealers, through the United States, created a 
market for it and it has brought the United States Government millions 
of dollars of revenue in return for it. 

Senator Bricker. That section was put in there primarily in order 
to give the owners of real estate the right to buy back their property. 
The Government had condemned a great deal of property. 1 know of 
one instance in my own State. Some of the best farmland in the 
State. Instead of offering it back to the owners, who wanted it, the 
Government arbitrarily sold it to others. A part of it went to the 
State which was all right, but we felt that in a case where they had 
condemned farmland and it was no longer useful for Government 
purposes that the original owners if they desired it back ought to have 
that opportunity to ‘live in their own communities where they had 
chosen their homes. 

That was the real purpose of section (c). 

Mr. Impey. That is well and good, providing the former owner of 
this property has sold it to the Government and has been paid for it. 

There is no reason why the public should not be notified that this 
property is for sale so that we can all come in and bid on a com- 
petitive market. 

Senator Bricker. It might be more true of personal property than 
of real estate where a man had his own home and who lived there all 
his life. 

Mr. Impey. That is correct, but I am speaking of property that is 
of valie to the average John Loe. 

Now then, we, the surplus dealers have created a market for this 
wire. I, but recently, purchased myself—I believe it was 5,000 miles 
at Belle Meade, which is out in Jersey. I paid the Government a 
little over $4,000. That brought a revenue of over $20,000. Ordi- 
narily, if the committee would proceed with this bill and give the 
right to the former owner to bid on it, he would not give the Govern- 
ment any fair return. 

On the other hand, may I illustrate another point, gentlemen, to 
you: Recently there was a Government sale held in Seton Hall Col- 
lege, New Jersey. A lot of property including machinery, wire, and 

various items were lying in the open for 4 years. Part of it had been 
destroyed by the natural elements. Competitive bids were issued. 
About 30 or 40 dealers participated in this sale. I, for one, was in the 
sale. One man bid $500. The next man bid $5,000. The third one 
bid $9,000. The highest bidder was $14,000. Along I came and 
found that this property can be used and can be sent into the market 
and used for the purpose that the builders have today, a need for wire; 
and I bid $25,170. 

Now, that proves one point, gentlemen. If this material can be 
put into the market for competitive sealed bids, the United States 
Government will receive a fair return for this material. That, to me, 
is good economy. 

If the bill will contain a provision that only the former owner will 
have the opportunity to bid on this, and if he does not desire it then 
we get it, that is not competitive bidding and that will make a false 
economy in our country. 

I believe I have outlined my point to a certain degree. 

Senator Rospertson. On that point, as I recall the original provi- 
sion about the former owner, that was put into the law primarily for 
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real-estate owners. Hotels were taken over, for instance. The 
Government did not intend at all to go into the hotel business. They 
wanted a housing facility for officers and men suddenly thrown into a 
give n area. 

It was finally written into the law that when the Government no 
longer needed that hotel or that real estate, that the former owner be 
given first consideration in the sale but it did not mean it would be 
given back to him for nothing. 

Senator Maysank. We had taken a lot of people’s land over— 
I know I was a party to it at the time when the Government con- 
demned lands and the hotels. We thought the people ought to be 
able to get it back when the Government seized it in case of war, but 
it never occurred to me that it had to do with excess wire or something 
of that nature. 

Senator Bricker. The personal property was put in because many 
contractors were required under the law to do business with the 
Government to the exclusion of their own clientele. 

They are entitled to take care of their own list of customers and if 
they needed the property to get back into the old channels of trade, 
we felt the Government should give them the opportunity to buy it. 

Mr. Impey. Mr. Chairman, may I ask a question? 

Senator Bricker. Yes. 

Mr. Impry. Do I understand correctly that this bill does not 

pertain to any particular item, such as merchandise lying in a Gov- 
ernment warehouse, that this bill does not pertain to that? ‘ 
» Senator Bricker. Except in those cases where there was a desire 
to reestablish the business and take back their own clients. Real 
estate was the only one we had the original option on. That was the 
only purpose of the original bill and this was copied from the original 
bill. 

Mr. Imspny. Mr. Chairman, would you grant me the permission to 
allow our attorney to make a statement. 


STATEMENT OF HERMAN GOODMAN, ATTORNEY, INSTITUTE OF 
SURPLUS DEALERS, INC, 


Mr. Goopman. It will be noted in the statement submitted, that 
our attention was focused upon section 201 (d). 

I submit that in view of the purpose enunciated by the committee 
this morning that notwithstanding the fact that Senate bill 1081 will 
apparently supersede Senate bill 753, that section 101 (d) of title IT 
of the latter-mentioned bill be stricken in its entirety. 

I think it provides reasonable basis for interpretation to include 
personalty beyond personalty attached to realty. I think it states it 
In just that way. 

As a matter of fact, the mechanism for disposal separates the 
disposition of real estate from the disposition of personalty. 

In view of the opinion announced by you gentlemen, I think it makes 
it even clearer that 201 (d) must be deleted from the bill. 

Senator Bricker. We said it applied to personal property for the 
reasons I just stated a moment ago and there is no difference in 
principle from a man reestablishing his business if his property has 
been taken from him either by condemnation or by forced contract. 

Mr. Goopman. The definition of the bill would indicate the possi- 
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bility of going beyond that and the construction of the legislation 


6 he would indicate that. 

lhey I will submit the suggestion that clarity be added to the meaning of 
nto '@ personalty, and it be restricted solely to realty so acquired. 

tien Senator Bricker. Are there any questions? 


If not, we thank you very much. 
+e Mr. Impezy. Thank you very much, gentlemen. 


Id be Senator Bricker. The next witness will be Mr. Paul M. Robbins, 
executive director of the National Society of Professional Engineers. 

ver 

aie STATEMENT OF PAUL M. ROBBINS, NATIONAL SOCIETY OF 

ieee PROFESSIONAL ENGINEERS 

thing Mr. Rossins. My name is Paul H. Robbins. I am executive 

tiahy director of the National Society of Professional Engineers, 1121 15th 

shake Street NW., Washington 5, D. C. 


Senator Bricker. Mr. Robbins, I want to ask you a question before 


‘ Orn] 
und if be begin. . , : , 
The complaint against section 109, Senator Maybank and I were 


a just talking about it, was that the professional engineers would raid 

the established firms and take from them their own engineers because 
they could pay them a higher price under this provision. 

: not Did that happen generally? — : i 

Gev- Mr. Rossins. I do not think it did. We have had no such 
compleints. 

lesire Senator Mayspank. T am glad to hear that. Senator Bricker has 

Real certainly put up a fight for you around here and I might say I tried 

the to help a little. We went down to the departments and said just 

otal exactly what you said, that it was not going to happen. 

, Mr. Rospsins. We appreciate it a lot. 

on to Senator Bricker. You may proceed. 


Mr. Rossrns. The National Society of Professional Engineers is 

composed of over 28,000 members engaged in the practice of every 

E OF engineering specialty, and registered under the engineering registration 
laws of one or more of the States and Territories. These 28,000 pro- 

fessional engineers are associated together in over 300 local chapters 


that under the leadership of our 39 State societies. Our society concerns 
itself with activities in the fields of social, ethical, and professional 
thie interests of the engineering profession. We believe that service to 
| will State, Nation, and humanity is a fundamental objective of profes- 
le TI sional engineering. 
( 
Approximately 1 year ago we were accorded the opportunity of 
Mise appearing before this committee which at that time was considering 
Sane it the Defense Production Act Amendments of 1952 (now P ublic Law 
429, 82d Cong.). At that time we urged the adoption of a provi- 
, Wie sion in connection with control of salaries and wages which would 
remove such control for professional engineers. We proposed then 
om that the employed professional engineer be treated under the law in 
the same manner as applied to physicians and attorneys who were 
he already exempt from salary and wage control. 
id ey We pointed out that the professional engineer is required to have 
+ has an educational background and experience comparable to the other 
ert. professions and likewise have the same professional concepts, dis- 
s dati tinguishing them from production and clerical persons. We particu- 
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larly invited the attention of the committee to the problem faced by 
the smaller firms of the Nation who at that time were in many cases 
losing their experienced and valuable engineering employees because 
of salary limitations applicable to professional engineers. 

This situation came about because the larger commercial and 
industrial firms had long-established organizational plans and charts 
by means of which deserving persons could be promoted to work with 

different title or description when merit and effort had been suffi- 
ciently demonstrated. Smaller engineering firms did not have this 
recourse available to them and as a result could not compete with 
the larger organizations which could attract the engineers from 
the smaller firms by placing them in a higher category or grade with 
commensurate higher remuneration. Even though these smaller firms 
were willing to match the salary offers to retain their key engineering 
personnel, they could not do so under salary control limitations and 
they did not have an engineering force of such size that they could 
accomplish the same salary result by regrading or reclassification to 
a higher position. 

In addition, larger industry, too, had an enginee1ing personnel prob- 
lem as a result of the salary control on this ‘key group of employees, 
particularly in defense industries. A serious situation arose when 
salary adjustments could not be made as a result of which there 
developed a practice known as “flesh peddling,’ for want of a better 
term. 

By this device organizations were established which were in essence 
employment agencies although they used titles in many instances 
containing the word “engineering”? with the implication that they 
offered engineering service. These organizations enticed engineers 
employed in defense industries, in most cases, to leave their jobs, sign 
up with the organization, and then the organization would offer the 
services of these same engineers back to industry and often to the same 
former employer, on a per diem rate, plus certain supplemental direct 
and indirect allowances, such as lodging, travel, and so forth. 

Of course, the cost was invariably higher to the employer and the 
organization making such arrangements received a stipulated fee or 
percentage as its share. This practice existed primarily in defense 
industries, particularly in aircraft-manufacturing operations. As 
many of these affected concerns were performing cost-type contracts 
for the defense agencies, it is apparent that in the final analysis the 
Government was paying a large part of the added expense. 

This society vigorously denounced this practice as harmful and 
wasteful to the national economy and defense as well as being detri- 
mental to the engineering profession. 

We offered our cooperation to the Department of Defense and 
conferred with appropriate officials to seek ways and means to elimi- 
nate the practice. In addition, we notified our State societies of 
instances coming to our attention where this practice was rampant 
with a view toward eliminating the practice under the State engineer- 
ing registration laws and the enforcement and investigatory powers 
of the State boards charged with administration ot such laws. 

The fact is, however, that little effective action could be taken or 
was taken against this extravagant and wasteful device so long as the 
demand for professional engineers exceeded the available supply. 
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Industry, pressed for accelerated defense production and requiring 
engineering employees to fulfill this vital work, often felt it necessary 
to enter into such arrangements as they lost engineering personnel 
as a result of being unable to increase salaries appropriately under 
salary and wage control. 

When salary and wage control was removed from professional 
engineers employed in a professional capacity by virtue of section 109 
of the Defense Production Act Amendments of 1952 (amending 
subsec. (e) of sec. 402 of the Defense Production Act of 1950), the 
reason for this situation was eliminated and there was no reason 
thereafter for any employer to enter into the “flesh peddling” type of 
arrangement. Significantly, shortly after the passage of the 1952 
amendments, the flow of complaints regarding this practice ceased. 

Following the hearing before this committee last year, and when 
the amendment relating to professional engineers came before the 
Senate, there was a very valuable and extensive discussion of the 
considerations we have outlined above. 

We could do no better than to refer to this discussion for a review 
of the major points favoring exemption of professional engineers 
employed in a professional capacity from salary and wage controls 
(Congressional Record, June 5, 1952, pp. 6712-6717). We par- 
ticularly invite your attention to the remarks of Senator Bricker 
who pointed out to his colleagues that a serious situation existed 
for private engineering firms because of the control of engineers’ 
wages and salaries and further pointed out that, as professionally 
trained persons, engineers are entitled to the same treatment ac- 
corded the other professions. 

We should also like to call to the attention of the committee the 
very important additional observation of Senator Bricker at that 
time, when he pointed out that graduates of engineering schools 
number far below the demand and that there is intense competition 
by industry for these graduates. As a result, Senator Bricker 
pointed out, these graduates are receiving salary offers from in- 
dustry ranging up to four or five hundred dollars per month. 

The result is that there is a complete dislocation within the industry between 

the new employees and the engineers who have been employed for a number of 
years. 
The decontrol action, Se ae Bricker said, will permit an adjust- 
ment within the industry, \ proper relationship between employer 
and employee in the engineering consulting firms, and a better rela- 
tionship between industry and the outside engineering concerns. 
To which might be added that it did resolve a very serious morale 
problem which existed. 

We think there is one other very important point made by Senator 
Bricker during the floor discussion and that is, that removing profes- 
sional engineers from salary control 

will encourage boys to go into engineering schools * * * because they will 
know that if they obtain a good education and properly prepare themselves, 
they will get their just rewards either in industry or in private engineering firms. 

Before leaving the previous discussion on the floor of the Senate, 
we would like to quote one brief paragraph of comment by Senator 
Flanders who is a well-known engineer and is thoroughly familiar 
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with the composition and problems of the engineering profession. 
Senator Flanders said: 

I should like to say a word about the peculiar characteristics of the engineer 
as compared with the best technical worker in the shop. ‘Lhe professional engi- 
neer does not simply perform a routine duty, no matter how well it must be done. 
He is a creative person, and we cannot apply salary controls to such a man. 

This statement by Senator Flanders goes to the heart of the basic 
concept underlying the exemption of professional persons, be they 
doctors, lawyers, architects, or engineers. This type of creative per- 
son does not work under rigid conditions relative to hours and duties 
or on a standardized basis following a regular pattern. His production 
is that of the mind and does not depend upon manual skill and dex- 
terity; his eifort is predominantly intellectual and varied in character 
and he must have a degree of independence of action and discretion 
which simply does not apply to production or clerical workers. 

This does not mean that the professional employee is any better 
than the others but it does recognize that the same standards do not 
apply. ‘This fact is recognized by industry, by our educational sys- 
tem, and by our Government. The Taft-Hartley Act and the wage- 
hour law are excellent examples of Federal legislation which contain 
provisions recognizing the dierent conditions and treatment appli- 
cable to professional employees. 

We believe that the national interest will be best served by recog- 
nizing this situation in the law applicable to control of salaries and 
wages should the need for such Federal action arise again. In our 
opinion, should wage and salary controls be reimposed at some future 
date under the proposed standby law or otherwise, it will be during 
a period of national emergency when defense production will be a 
prime national defense consideration. 

Should such a circumstance occur, it would be of paramount impor- 
tance that the engineering force of the Nation be in a position to transfer 
its vital function to defense production to the extent required without 
hamperinz conditions which would confuse and delay such a transition. 

In the long run, we believe it will be found that a flexible condition 
applicable to the engineering profession will result in the most econom- 
ical and efficient means to speed vital defense production and develop 
the better weapons which will be needed. A controlled, stratified, 
and straitjacketed engineering profession will not be able to do the job 
as well or as economically because that type of situation will invariably 
lead to the same previous problems of pirating, ‘flesh peddling,” 
reclassification, and regrading in order to transter engineering em- 
ployees to the places where they are desperately needed. 

The National Science Foundation, in a recent review of the supply 
of engineering graduates for the next decade, estimates a demand for 
engineers in excess of replacements at least until 1965. This condition 
indicates our national interests will best be served by retaining flexi- 
bility in the engineering profession rather than restricting it via 
controls. 

We conclude and urge upon this committee that the present provi- 
sion of the Defense Production Act relative to professional engineers 
be retained in any standby law which the committee may recommend. 

There was not sufficient flexibility here to permit the salary adjust- 
ments necessary in certain firms both large and small. 
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In the case of the smaller firms, they did not have the flexibility of 
patterns of operation or of development which permitted the adjust- 
ments of salaries to compare with standing defense industry where 
larger placements of engineers gave possibilities to individuals bei ing 
being placed in higher responsibility and higher salaries. 

On the other hand in larger industries because of salary controls 
there was the situation where they were unable to adjust salaries, 
but by devious methods there would be what they called, for want 
of a better term, “‘flesh-peddling.”’ 

There were things such as employment agencies where engineers 
were contracted to defense industries at considerably higher prices. 

Those various practices or complaints concerning them ceased and 
ve believe vour action was beneficial. 

Senators Bricker and Flanders, during the debate of this particu- 
lar phase of it on the floor, | think summed up, as well as we could 
do by our testimony, the situation. 

You will recall that Senator’ Bricker said that the result is that 
there is a complete dislocation within the industry between new 
employees and the engineers who have been emp loved for a number 
of years and the decontrol action will permit a proper relationship 
between the employer and the employee in both engineering consulting 
firms and a better relationship between industry and the outside 
engineering concerns. 

Senator Bricker. We urged at that time also with regard to the 
small number of people going into engineering colleges that there 
be more people going into the engineeering schools. 

Mr. Rospsrns. This has had a beneficial effect in raising the prestige 
of engineering which has, of course, directly affected the appeal 
the young engineer coming into the schools. 

Senator MayBank. | believe some of your assistants worked on 
this and since then there has been no complaint. 

Mr. Ropsins. Yes, our position can best be summed up by our 
last paragraph which I would like to repeat 

In the long run, we believe it will be found that a flexible condition applicable 
to the engineering profession will result in the most economical and efficient 


means to speed vital defense production and develop the better weapons which 
be needed \ controlled, stratified, and straghtjacketed engineering pro- 
fession will not be able to do the job as well or as economically because that 


type of situation will invariably lead to the same previous problems of pirating, 
flesh-peddling,”’ reclassification and regrading in order to transfer engineering 
employees to the places where they are desperately needed 

The National Science Foundation, in a recent review of the supply of en- 
gineering graduates for the next decade, estimates a demand for engineers in 
excess of replacements at least until 1965. This ecndition indicates our national 
interests will best be served by retaining flexibility in the engineering profession 
rather than restricting it via controls. 

We conclude and urge upon this committee that the present provision of 
the Defense Production Act relative to professional engineers be retained in 
any standby law which the committee may recommend. 


Senator Bricker. I did notice that the bidding for engineering 
graduates this year, both with the baccalaureate degree and with the 
graduate degree is just a little bit higher than it was a year ago. 

Mr. Rosgsins. Just a slight bit. 

Senator Bricker. Are there any questions? 

Senator Busu. Are these gentlemen going to comment on S. 1081? 
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Senator Bricker. They are commenting on the section left out of 
the bill a year ago and they want it left out if any new bill is adopted. 
That is my understanding. They did not intend to testify about the 
freeze bill at all. 

Senator GoLtpwater. Being an engineer you were more or less 
exempted from controls the last time, but being a consumer, do you 
feel that controls proved advantageous to the economy? 

Mr. Rorstns. You are asking my personal opinion now? 

Senator GoLpwaTeER. Yes, your personal opinion. 

Mr. Rorsrns. It is extremely difficult to answer that question 
categorically, Senator, for the reason that conditions and possibilities 
might alter any consideration which might be given. 

It would seem to me the whole question of controls is dependent 
largely on our economic situation. Obviously if we are in a war and 
we have the necessity for problems of high mobilization, speeding 
action and things of that kind, the conditions are far different than 
they are in a quasi-situation or even a free economy as we have now. 

I would prefer not to give a categorical answer to your question 
without some of those other limiting factors which must alter and 
color any decision. 

Senator Gotpwater. I thought you might have an opinion as a 
private consumer or even one who came close to it through the con- 
trols that are still exercised or materials which you would buy as an 
engineer or supervise the buying of. 

Mr. Rossrns. Of course, we in engineering do have a problem of 
the costs of things that are made and built and so on. Those are 
relevant again, dey ‘pendent on the availability and other factors which 
are broad, economic problems and are not so directly concerned. 
While we have an interest in them and the basic costs will have a 
bearing on what can be done and what cannot be done on the budget 
and things of that kind, we are more concerned at the moment cer- 
tainly with the availability of the supply of technical brain power, 
and toward that end was the particular comment that we were 
directing. 

Senator Bricker. Thank you very much. I am glad to hear there 
were no bad effects. I did not think there would be. 

Mr. Rosstns. Thank you. 

Senator Bricker. The next witness will be Mr. J. Gordon Johnson 
of the American Machinery Corp., from Orlando, Fla. 


STATEMENT OF J. GORDON JOHNSON, PRESIDENT, AMERICAN 
MACHINERY CORP. 


Mr. Jonnson. My name is Gordon Johnson and I am one of the 
founders and am now president of the American Machinery Corp. 

What little I have to offer is in referecne to S. 753 having to with 
Small Defense Plants Administration and the Reconstruction Finance 
Corporation. We have had experience with both agencies and it 
occurs to us that our experience might be of interest to you gentlemen. 

Mr. M. D. Kennedy and the writer founded American Mac -hinery 
Corp. in 1928 to manufacture citrus-fruit packing and canning equip- 
ment. We had no capital and very limited manufacturing facilities. 

By 1941 the business had grown to the point of having a moderately 
well-equipped small factory for the manufacture of a rather generalized 
line of fruit and vegetable packing equipment. 
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During World War II we manufactured a variety of defense items 
at our Orlando plant, including Liberty ship rudders and gas decon- 
taminating devices. We also built and equipped a small shipyard on 
the St. Johns River, where we built 50 or more seagoing tugs, steel 
barges, and ship sections for Army Transportation Corps and the 
Navy. This small shipyard was financed mostly from our own funds 
and with the help of an RFC loan. It was not a Government- 
furnished facility. 

During the war period our total volume of defense production 
was in excess of $10 million. Previous to the war our annual sales 
had averaged about a quarter of a million dollars. 

In early 1945 we were approached by the Birmingham Ordnance 
District to build a plant for the production of 500-pound aerial bombs. 
The contract was in the approximate amount of $11 million and it 
was anticipated that our profits from the performance of the con- 
tract would justify cost of the new facility even in view of the 
extremely high income and excess-profits taxes in effect at that 
time. The new plant was erected and we had produced our first 
carload of bombs by V-J Day. 

Through an unfortunate contract termination negotiation and the 
belief that it was too late to secure necessity certificates for accel- 
erated amortization of this facility we wound up the war period in 
the unenviable position of having a half-million-dollar manufacturing 
plant on our hands, an income tax obligation in excess of $400,000 
and with very limited operating capital to continue our civilian 
business. 

From 1946 through 1951 our gross sales averaged about $1,250,000 
per year. This volume was financed through our local bank. 

During 1951 we were favored with contracts from the Navy for 
minesweeping devices in the amount of some three hundred and fifty 
thousand dollars and for shell filling equipment from the Chemical 
Corps in the amount of $220,000. We found our local banks to be 
disinterested in defense financi ing, particularly as we were using their 
legal limit to finance our civilian sales. 

We, therefore, returned to our old friends at Reconstruction Finance 
Corporation and negotiated a $300,000 loan for production of the Navy 
and Chemical Warfare contracts. 

Early last year we began negotiations for two shell-production con- 
tracts with Birmingham Ordnance District. During this time we 
made contact with the Small Defense Plants Administration who 
surveyed our facilities and certified our competency to perform. 
Partially as a result of their efforts we were favored with these 2 
contracts in the amount of some $2,400,000, plus machine-tool facili- 
ties to be purchased for Government account of ey 
$1,800,000. We returned to RFC to whom the Smaller War Plants 
Administration had guaranteed a $1,250,000 loan for the procurement 
of facilities and actual production of the shells. 

Tbe contract for the 60-millimeter M302 mortar smoke shell was 
handed us in April of 1952. We produced our first shells under this 
contract during the month of December, delivering 15,000 of them 
for the month of February. The contract for the 75-millimeter 
artillery shell was dated June 24 of last year. We are delivering the 
100-shell pilot lot to the Ordnance Ammunition Center at Joliet, IIL, 
this week. 
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Believing that we are more or less typical of smaller business, it is 
our sincere belief, based on past experience, that without the Small 
Defense Plants Administration the smaller manufacturer would be 
at a loss to either procure, finance, or produce defense orders. The 
Small Defense Plants Administration has certainly been a friend at 
court for small businesses. 

The reconstruction Finance Corporation, in my opinion, is equally 
as essential if the smaller American businesses are to survive. It 
seems to me that RFC is well organized and experienced in meeting 
the financing requirements of smaller businesses in situations where 
they cannot secure financing through their normal banking connections 
Our RFC loans bave been negotiated with the minimum of delay and 
red tape through their Jacksonville office. One of their field men 
visits our plant weekly. Requests for disbursement are cleared by 
mail in 3 days’ time. 

Most businessmen seem to feel that a period of deflation or adjust- 
ment is long overdue. If and when American small business enters 
this period it is the writer’s most sincere belief that Reconstruction 
Finance Corporation, or a similar Government agency, would be ab- 
solutely essential to their existence. Many smaller industrial enter- 
prises have sacrificed their current cash position in favor of continu- 
ing growth. With the present corporate income taxes most of us 
have had to choose between continued growth and a precarious finan- 
cial condition or stagnancy while attempting to maintain or improve 
our limited current position. 

Without a source of Government help during a period of business 
adjustment most small businesses will not be able to weather such 
storm through their normal banking channels. 

A large number of them will have to either go out of business or 
sell out to larger units in their particular industry, a tendency which 
has been accelerating over the past 10 years and which to the writer’s 
mind is dangerous both to the smaller business enterprises and to the 
country as a whole. 

Senator Bricker. Are there any questions? 

Senator DouGias. | notice as a result of your experience you feel 
that the Small Defense Plants Administration should be continued? 

Mr. Jonnson. Yes, sir. 

Senator DouGias. And you also feel that the Reconstruction 
Finance Corporation, whatever its abuses in some cases may have 
been, has performed a useful function for small business? 

Mr. Jounson. That is correct. 

Senator Doveias. And you would not like to see either eliminated? 

Mr. Jounson. No, sir. 

Senator Bricker. Thank you very much, Mr. Johnson. 

The next witness will be Mr. C. O, Holmes, Indiana General Con- 
tractors Association. 

He is not here. 

The next witness is Dr. Dale Pollack of the New London Instrument 
Co. 
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STATEMENT OF DALE POLLACK, NEW LONDON INSTRUMENT CO., 
NEW LONDON, CONN. 


Mr. Poutiack. Iam Dale Pollack. Iam a partner in the New Lon- 
don Instrument Co. in New London, Conn. 

I was interested, by the way, in what Mr. Robbins of the Society 
of Professional Engineers was saying, since I am an engineer, also. 

The problem of enginee ring salaries is a very difficult one as everyone 
knows. Under a free economy, however, we can encourage more 
students to enter engineering, as was pointed out, and perhaps we can 
compete in the world in which we exist. 

We must do everything possible to encourage more students to 
enter engineering. There is a terrible shortage in the country. The 
number of engineers studying in Russia, I understand, is much greater 
than the number studying in this country. That in itself might be a 
very, very critical thing for us in the next couple of years. 

That, of course, is not what I came here to talk about. 

Senator Bricker. I think the number of students did go up con- 
siderably this fall in the freshmen classes. It did at home, I know. 

Mr. Potiack. Yes, it has, but_on the other hand, in the previous 
year it fell dreadfully. If high salaries are a way to encourage voung 
men to enter engineering, then high salaries are what we should 
have. It is a war. In a military economy you have to pay more 
for things, even though it may react ultimately to the disadvantage 
of consumers. 

Senator Bricker. I am very much interested in the engineering- 
education program. It probably hasn’t a great deal of importance 
right here but I sit on a board with Charlie Kettering, one of the 
great engineers of the world and one of the great creative minds of 
the world. Hes: ays this question in the engineering college is a ques- 
tion of mathematics. You can turn it on or turn it off. He thinks 
possibly there is too much emphasis placed on mathematics in the 
engineering schools today and a lot of boys not being actually bent 
toward that kind of thing just hesitate to go through the difficulty of 
getting the mathematics background. 

Mr. Pouuack. If we had the time I could discuss that philosophi- 
cally with you. I am an engineer primarily, although I am also a 
mathematician. The men who make the best engineers are usually 
the best mathematicians. The fellows with the highest grades in 
mathematics make very good engineers. 

Senator Bricker. That is the reason for the curriculum being 
built as it is. 

Mr. PouiacKk. Even though when they get out of school there is a 
good correlation between men who were good in mathematics and the 
men who become good engineers. Even though later on in their 
professional work they do not use the mathematics too much. But 
the students who were best in mathematics become very fine engineers. 

If a chap comes to us for employment I always ask what his grades 
were in mathematics, because I know that will determine whether he 
will make a good mathematician. That may, of course, be boasting, 
because I was a good mathematics student myself. However, we 
came here on another subject. 
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1 used to be an engineer is what I tell people. Right now I am a 
small-business man. 

Perhaps I can start by reading my statement. 

Senator Bricker. That will be satisfactory. 

Mr. Potiack. I am a partner in the New London Instrument Co., 
of New London, Conn. We design and manufacture complex elec- 
tronic equipment—mostly test and measuring equipment. We 
employ approximately 175 people, 30 of them being technical people. 

Last year, we delivered about $1,500,000 worth of equipment for 
military use. This year, we expect to deliver over $2 million of such 
equipment. My purpose in coming here is to urge the retention of 
the SDPA—or at least of an independent body with the same basic 
aims and functions. I do this because of the gratifying experiences 
we have had as a result of SDPA activity and because of—to put it 
bluntly—my fears concerning my firm and other small firms should 
SDPA be discontinued. 

[ should like to begin by pointing to the unpleasant truth that 
very few manufacturers could continue at their present pace, and 
many could not survive, without defense orders. This is particularly 
true of those fields which are highly technical—which includes my 
own field of electronics. I might add parenthetically that these are 
the fields which become highly important during wars. The Gov- 
ernment, in other words, is the overwhelmingly biggest customer for 
highly technical equipment, and small firms, as well as large, need a 
share of this business. That they deserve the share that they need, 
I will demonstrate later. 

The need for activities such as that of SPDA is evident, if we look 
at military buying practices. 

It is natural for a contracting officer, if he has—let us say—$10 
million worth of various equipments to buy, to place the entire order 
with some large concern, rather than to place 10 separate orders with 
10 separate smal! concerns. This is not laziness, it is often common 
sense. Contracts are placed with fewer negotiations, fewer personnel 
are used, and his job is done. 

It is equally natural for a contracting officer, who is relatively 
unacquainted with the field of electronics, to prefer placing his 
purchases with companies of whose existence he has known. He is, 
after all, in some way held responsible for how his supplier performs. 
Thus, names like GE, RCA, and so forth, are known to him as a 
layman—while many small firms—long well known to those in the 
electronics business are new to him. This latter group includes many 
well-established and highly reputable firms. 

This difficulty which we smaller firms face is especially acute 
currently because of the rotation of military reservists as contracting 
officers. 

All this is over and above the obvious advantages large firms have, 
such as contacts, large sales staffs and offices, and the ability to em- 
ploy expensive specialists. 

Thus, without a group specifically interested in smaller manufac- 
turers, what would be left for small business might be a meager 
group of less desirable—both from technical and financial points of 
view—business. The existence of this business is widely advertised, 
and is subject to extremely competitive—and sometimes suicidal— 
bidding. And there still would not be enough to go around. 
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However, when the SDPA prevails upon the services to devote a 
larger portion of their purchases to small business, or to advertised 
bidding—rather than to exclusive negotiations with a small group of 
large companies—this picture becomes brighter. 

As you gentlemen probably know, the SDPA also gives financial 
advice and arranges financial assistance for small business. While 
my firm has not needed their assistance in this respect, we know of 
many other companies that have. From our own point of view, the 
occasion might arise where we would. 

The othe ‘Tr reason why I advocate the retention of SDPA might be 
termed “psychological.’’ We in small business are constantly dealing 
with big rose for example, the armed services, and competing 
with big business. The existence of the SDPA makes us feel that at 
least someone is for us. It helps our outlook—and any of you who 
have been in business realize that an optimistic outlook is often an 
essential for successful business enterprise. 

All the foregoing has rested on the assumption that small defense 
plants are necessary and desirable. I feel strongly that they are. 
But since feelings alone are not sufficient justification, I would like 
to ae the followi ing considerations to your attention. 

A “large and thriving group of small businesses provides a good 
a for expansion of output of military goods in case of greater 
emergency. In our case, as an example, we quickly could double or 
treble our output with only minimum additions to technical and 
administrative personnel. This is not true of larger companies, with 
their already staggering administrative burdens. 

The Government would save money. While there are some 
minor administrative savings, as I mentioned, in dealing with larger 
companies, these can be far outweighed by the competitive savings 
resultant from opening more purchases to wide competition. Also, 
frequently on smaller runs, we smaller companies just can do things 
more cheaply. We’re usually more aggressive, usually younger. 
For instance, we now charge $1,200 for a piece of equipment for which 
the Government used to pay a large company $1,700 in pre-Korean 
days—moreover at a time when material and labor costs were much 
lower. These price reductions were effected because we had to bid 
low to get the work. We still make a profit, because necessity 
forced us to make design changes and labor-saving improvements in 
order to meet the price. 

In considering savings, there is also the fact that large companies 
are in a stronger bargaining position than smaller. Even the best 
Government negotiators have this fact to face. 

On a different level, I would like to mention the preservation of 
free enterprise. This of necessity involves the chance for a man to 
go into business and succeed, or for a small business to grow. That’s 
the essence of the American free economy. 

If big government—and let us face the fact that government, of 
necessity, must remain big at least for a number of years—is to deal 
exclusively or largely with big business, this essential feature of our 
free-enterprise system will be destroyed. We ask that the Govern- 
ment deal with small and with large business on an equal footing, not 
favoring one over the other. Let small business bid in competition 
with large, and the Government will profit by lower prices and better 
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equipment. We are not asking that small business be favored. 
We ask only that it be given the very same opportunities as large 
business. If we are given the opportunity to compete for military 
business, we will hold our own and we'll all be happy. Our American 
society thrives best on a free competitive economy. We ask only 
that military procurement abide by the same principles as any com- 
mercial procurement, where the man with the lowest prices gets the 
business. The SDPA helps to insure this. 

Since Government is such a large factor in our present economy, our 
democratic Government should take care that, by its own ac tions, it 
does not destroy the very foundations upon which it is based. 

The SDPA is one means of avoiding such a disastrous eventuality. 
I wish to thank you gentlemen of the Senate for the opportunity of 
appearing before you. This, in itself, is a sign that the United 
States Government is still democratic, and is still aware of the needs 
of all of the people. 

Senator Busan. How much percentage is that of your business? 

Mr. Pouiack. It is about 95 percent of our business at the present 
time. I think that is true of most electronics firms, except a few who 
are heavy on television. Those manufacturing consumers’ items still 
have a substantial proportion of their work in private business. But 
those who are not in consumers’ items in the electronics field are mak- 
ing almost everything for the Government. 

Senator Bricker. Have you followed the history of a small firm out 
in Columbus, Ohio, that started in the atomic energy field? A group 
of doctors of philosophy and engineering and chemistry and physics? 
They started this field limited entirely to atomic radiation and the 
testing of metals. 

Mr. Potuack. What is the name of the firm? 

Senator Bricker. I cannot think of it now but I know some of the 
boys in it. 

Mr. Potiack. There have been a number of such groups organized 
by college people and many of them have been very successful and 
have done a nice job. There is another such group in Cambridge 
which grew out of the Harvard and MIT staffs. 

Senator Maynank. I was just going to ask you what the status of 
the so-called television freeze is. 

Charles Wilson said to this committee in executive session sometime 
ago, last vear it was, that the television people had agreed with him 
to sort of freeze color televison because of a lack of certain types of 
electronics and a lack of certain types of engineers—I am speaking of 
the Charles Wilson of General Electric. Has that been solved? 

Mr. Poxiack. I believe there was some sort of an individual agree- 
ment between the companies not to go into the color field. I do not 
know too much about it. Our field is a little bit away from that. 

Senator MayBank. You said 95 percent of your electronics con- 
tracts were with the Government. If that is the case, there still must 
be some sort of a freeze on color television. 

Mr. Potiack. You will find among the larger companies that the 
proportion is greater in civilian items than in the smaller ones, which, 
of course, is germane to the problem I wanted to discuss here. We 
ourselves have very little civilian business at the present time. 

Senator MaysanKk. How about the rest of the small firms? 
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Mr. Potiack. I would say that is typical of the smal) firms right 
now. Unless you have a very good consumer item, you are doing 
most of your business with the Government right now. 

Of course, the consumer items are mostly among the larger com- 
panies. We ourselves could not undertake a consumer item. It 
would cost too much for advertising and promotion. 

Senator Bricker. Is there a backlog of consumer demand for the 
things you are producing to tap your production when this war pro- 
gram has finally leveled off? 

Mr. Potuack. We are trying to develop such a backlog but at the 
present time we have none ourselves. 

Senator Bricker. Is your experience the general experience, do 
you think? 

Mr. Pollack. I think it is the common experience of tbe smaller 
concerns; yes. 

Of course, if we are to survive we must anticipate such a thing and 
we must prepare for it. Again, it is difficult to do, because you cannot 
get enough engineers to maintain such a program. I do not think it 
would be appropriate to divert an engineer to civilian work if your 
military work still requires engineers. 

As I say my purpose in coming here is to urge the retention of the 
Smaller Defense Plants Agency or Administration. At least if not as 
the SDPA, as an independent body with the same basic aims and 
functions. 

I do this because of the gratifying experiences which we have had 
as a result of the SDPA activity and because of, to put it bluntly, 
my fears concerning my firm and other small firms should the SDPA 
be discontinued. 

I would like to point to the unpleasant truth that very few manu- 
facturers, especially smaller manufacturers, could continue at their 
present pace and many could not survive without defense orders. 

That is appropriate to the comment you made a few moments ago, 
Senator. 

This is particularly true of those fields which are highly technical 
which includes my own field of electronics. 

These, of course, are the fields which become most important 
during wars. 

The Government, in other words, is the overwhelmingly biggest 
customer for highly technical equipment, and small firms as well as 
large, need a share of this business. That they deserve the share 
that they need, I will demonstrate in a moment. 

The need for activities such as that of the SDPA is evident if we 
look at military buying practices. 

It is natural for a contracting officer, if he bas a quantity of various 
equipments to buy, to place the entire order with some large concern 
rather than to place a number of small orders with a number of smaller 
companies. This is not laziness. It is often commonsense. The 
contracting officer isa busy man. If he places it with a single concern, 
he can do it with fewer negotiators and can do it with fewer negotia- 
tions. His job is done more quickly and more easily. 

It is equally natural for a contracting officer, who is relatively un- 
acquainted with the field of electronics, to prefer placing his purchases 
with companies of whose existence he has knowledge. He is, after all, 
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in some way responsible for how his supplier performs. Thus big 
names like GE, RCA, and so on, are known to him as a layman, while 
many small firms, well-known to those in the electronics business are 
new to him. This latter group includes many well-established and 
highly reputable firms. 

This difficulty which we smaller firms face is especially acute cur- 
rently because of the rotation of military reservists as contracting 
officers. 

Senator MaysBank. I might say at this point here that not only you 
fellows in electronics have that problem but every small business has 
that problem. 

Senator Dovetas. I wonder if the witness would be willing to 
expand this sentence. Why does the rotation of military reservists 
increase your difficulties? 

Mr. Potuack. The military reservist is not a specialist in the field 
in which he is purchasing. He is an Army officer taken from any of a 
number of fields before he entered the Army. 

I will give you an example. We are making one rather complicated 
piece of electronic gear. It is complicated for us. It must be very 
complicated for the contracting officer. We have had four contracting 
officers in the last 6 months on that one contract. 

Now how can any man, even if he is a good one—and these men 
generally have been good ones, but how can any man learn the subject 
in a period of 2 months or 3 months? He is under a very serious 
handicap and so are the concerns with whom he has to deal. 

Senator Dovetas. I want to say this is a very judicious statement 
you are making in my judgment. That is a maximum of sense and 
a minimum of denunciation. 

Mr. Potiack. Thank you, sir. I appreciate your comment. 

All this is over and above the obvious advantages large firms have 
such as contacts, large sales staffs and offices and the ability to employ 
specialists which we as a small firm, of course, cannot do. 

Thus, without a group specifically interested in small manufac- 
turers, what would be left for small businesses might be a meager 
group of less desirable business. 

The existence of this business is widely advertised—the crumbs 
that are left—and is subject to extremely competitive, and sometimes 
suicidal bidding. There still would not be enough to go around. 

When the SDPA prevails upon the services to devote a larger por- 
tion of their purchases to small business or to advertised bidding, 
rather than to exclusive negotiations with a small group of large 
companies, this picture becomes brighter. 

As you gentlemen probably know, the SDPA also gives financial 
advice and arranges financial assistance for small business. While 
my firm has not needed their assistance in this respect we know of 
many other companies who have and we might need it at sometime 
in the future. 

Senator Busn. What type of assistance is offered there? 

Mr. Potuack. If you go over the financial situation with them, 
they can help you in obtaining a loan from the Government. 

Senator Busan. Where, the RFC? 

Mr. Potiack. No; through the V-loan provisions. I do not be- 
lieve they can help you on RFC loans but I am not certain on that 
point. I am told that they will act as intermediaries with the RFC. 
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They have no funds of their own. The same is true of V-loans which 
are guaranteed loans by the Federal Reserve Bank. 

The other reason I advocate the retention of the SDPA might be 
termed psychological. 

We are constantly dealing with big customers such as the armed 
services and competing with big business. The existence of the 
SDPA makes us feel someone is for us. It helps our outlook and 
anyone who has been in business realizes that an optimistic outlook 
is often essential for a successful business enterprise. 

All the foregoing has rested on the assumption that small defense 
plants are necessary and desirable. I feel strongly that they are. 

Of course, you would expect me to be since I am a small-business 
man. 

However, feelings alone are not sufficient justification and I would 
like to bring the following considerations to your attention. 

First, a large and thriving group of small businesses provides a good 
base for expansion of output of military goods in case of greater 
emergency. In our case as an example we could quickly double or 
treble our output with minimum additions to our technical and admin- 
istrative personnel. This may not be true of larger companies, with 
their already staggering administrative burdens. 

Second, the Government would save money. On this I feel very 
strongly. While there are some minor administrative savings as I 
have mentioned in dealing with large companies, these can be far 
outweighed by the competitive savings resulting from opening more 
purchases to wide competition. Also, frequently on smaller runs, we 
smaller companies just can do things more cheaply. We are usually 
more aggressive, usuaJly younger. Our overhead costs are usually 
quite a bit lower than those of the large companies. 

Let me give an example. We now charge $1,200 for a piece of 
equipment for which the Government used to pay a large company 
$1,700 in pre-Korean days. 

At the present time, of course, material and labor costs are much 
higher. The statement is correct as stated: Material and labor costs 
were much lower in pre-Korean days. If the original manufacturer 
of this equipment were supplying it to the Government, I dare say 
his price would be over $3,000. We are doing it for $1,200 and making 
a profit. The Government dealing with a large company had to pay 
much more for it previously. 

We were able to do this because the item was competitive. We bid 
in open competition with a larger company. We bid a lower price; 
we got the job; we scared the pants off ourselves because of the big 
difference in price between our successful bid and the fellow who had 
previously made the thing but by applying a little engineering to the 
thing we were able to cut the manufacturing cost and at the same time 
give the Government a better unit than they had previously been 
receiving. We were very pleased with the job we did in that par- 
ticular case. 

In considering savings there is also the fact that large companies 
are in a stronger bargaining position than smaller ones. Even the 
best negotiators have this fact to face. 

If you are dealing with a $100,000,000 contract which, of course, 
a small company cannot take, and you go to some large company— 
say some company like the RCA—you have to take a thing like that 
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on their own terms. They can dictate to anyone, whether it is Gov- 


ernment or private industry, who wants to buy something from them. 
They can dictate the price the ‘y are to get for the equipme nt. 

Senator Busu. Because of the lack of other suppliers? 

Mr. Poutuack. The lack of other suppliers. 

Now go down the line to some smaller piece of equipment. If it is 
offered to one of the larger companies—if the negotiator comes to a 
large company the large company gives him a price and that is the 
price, take it or leave it. 

If we are in competition with RCA or with some large company 
on the thing and we are anxious to get the business, we will give 
the negotiator a lower price. We will always deal with him. The 
larger companies are in a much better position and do not have to 
deal with the negotiator. 

My third point: On a different level I would like to mention the 
preservation of free enterprise. This of necessity involves the chance 
for a man to go into business and to succeed or to fail, or for a small 
business to grow. While I hate to wave flags around, that is the 
essence of the American economy. It is the way we made our modest 
success in our own company. 

If a big Government, and we have to face the fact that Government 
of necessity must remain big for the present, is to deal exclusively 
or largely with big business, this essential feature of our free-enterprise 
system will be destroyed. We ask that the Government deal with 
small and with large business on equal footing, not favoring one over 
the other. Let the small business bid in competition with the large 
and the Government will profit by lower prices and better equipment. 
We are not asking that small business be favored, not in any sense. 
We ask that it be given the same opportunities as large business. If 
we are given the opportunity to compete for military business, we 
will hold our own, prices will be lower, and everyone will be happy. 
Our American society, to repeat, thrives best in a free, competitive 
economy. 

I am a Democrat but I still say this. 

Senator MayBank. There are still a lot of Democrats. 

Mr. Potuack. There are still a lot of them who believe in a free 
economy, too. 

Senator MayBANnkK. I was going to add that to it. 

Senator Dovetas. You mean Democrats with a small ‘d’’? 

Mr. Poxtziack. Small or large, I am both. 

SDPA helps us to insure that this will take place. They speak for 
us. We cannot speak for ourselves. We are not big enough. We 
need someone to speak for us and SDPA does. 

Since Government is such a large factor in our present economy, our 
democratic Government should take care that by its own actions it 
does not destroy the very foundations upon which it is based. 

1 want to thank the gentlemen of the committee for the opportunity 
of appearing before you. This in itself, of course, is a sign that the 
United States Government is still democratic—at least in the lower 
case sense. 

Senator Doveuas. President Jefferson in his inaugural said, ‘‘We 
are all Federalists, we are all Republicans,” so I think it can now be 


said that we are all Democrats and we are all Republicans, in the 
lower case. 
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Mr. Pottack. The Government can save money in its purchasing 
by competitive bidding. There is a tremendous amount of waste in 
Government purchasing now, and a large part of that waste comes 
about because of solicited procurements and negotiated procurements 
where there is no competitive bidding, where the whole negotiation is 
between a negotiator and some company. The company gives the 
negotiator a lot of malarky about his high costs and how much he is 
going to spend on this and how much he is going to spend on that, 
pulls the wool over some poor guy’s eyes and gets the business at a 
high price. An awful lot of waste in Government purchasing results 
from that. 

Some Army officer somewhere says that this thing is top secret and 
therefore it cannot be advertised, it cannot be solicited to the public. 
O.K. So the negotiator goes to his list of companies. He only knows 
a limited list. Usually it is the large companies. He goes to them— 
sometimes he only goes to one or two and gets a price from them. 
The price may be way up in the skies and this man does not know 
whether it is a good price or a bad price. He does not know anything 
about the technicalities of the equipment. It is very easy to deceive 
such a man. 

If that sort of stuff were open for competitive bidding, even if it is 
secret it can still be open for competitive bidding. Our company is 
classified to do secret contracts. 

Senator GoLtpwatTerR. Does the SDPA help you in instances like 
this? Can you go to them and ask for release of these things? 

Mr. Potuack. No; we cannot. SDPA as far as | know only has 
access to contracts as high as restricted. It does not have access to 
confidential, to secret, or to top secret bids. 

However, I see no reason why they should not have access to those 
highly classified bids. If our company has been cleared for secret 
work, we should get secret work. There is no reason why we should 
be discriminated against. 

Senator Busu. Why is it that you do not get them? 

Mr. Potrack. I ask you, sir. 

Senator Busn. No; I ask you. 

Mr. Pouuack. I do not know. 

Senator Bennerr. Mr. Chairman, may I ask Mr. Pollack some 
questions? 

Senator Bricker. You may. 

Senator Bennett. The purpose of 8. 753 is to propose price, wage, 
and rent controls. You have spoken to none of these but have con- 
fined your testimony to that which can be handled outside the legisla- 
tion and has only the vaguest connection with it. Do you have any- 
thing to say with regard to price, wage, and rent controls? 

Mr. Pottack. No; that was not my purpose in coming here today. 
I only came to urge that the SDPA or a similar independent agency 
be retained. 

Senator Lenman. I understand in certain instances difficulties have 
come about through changes in the original plans or specifications in 
Government work. Have you found that difficulty? 

Mr. Pouuack. Yes; that often happens. A bid comes out and it 
says, ‘‘No drawings available.’””’ That may be peculiar or it may be 
proper. In some cases maybe there are no drawings available. 
Perhaps the drawings were not furnished the Government by the 
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original contractor. There was no requirement that the contractor 
furnish drawings. The only person who has the drawings is the 
pre ‘vious contractor for the equipment. 

There was a very interesting one advertised recently that amused 
me somewhat. There appe ared an invitation to bid and the invita- 
tion to bid said, “No drawings, no specifications, no model available.” 

Now, how on earth is anyone to bid on that equipment, other than 
the previous manufacturer? 

Senator Leaman. With whom does the decision rest as to whether 
blueprints and specifications are available or not? 

Mr. Potnack. I assume with the contracting officer. I do not 
know. 

Senator Leaman. Do these cover new models that have been de- 
veloped by a particular manufacturer or cover changes in existing 
models? 

Mr. Potiack. Yes; they normally would. That is one way of 
keeping an order with the company that originally made it, by not 
furnishing drawings. 

Senator Leaman. Do you find that happens? 

Mr. Potuack. It happens in some cases; yes. 

Senator Busn. You say you are doing 95 percent Government 
business now, that virtually your whole business depends upon 
Government contracts? 

Mr. Pouuack. Yes, sir. 

Senator Busu. Assume there is a big curtailment in this Govern- 
ment business. What are you going to do? 

Mr. Potiack. We are going to try to expand our civilian business. 

Senator Busu. What is your civilian line? 

Mr. Poxiack. Our line is test equipment, making equipment for 
testing radio receivers. 

We assume that if the military spending should stop that civilian 
purchases of television and radio receivers will increase by a large 
amount and we make the test equipment for testing those things and 
we assume therefore that our business would survive. 

However, I would not expect it to survive on the scale at which it is 
now. I mean I would be foolish to think in any such terms. 

Senator GoLpWATER. Would you hope for it though? 

Mr. Potiack. No, I do not even hope for it. 

Senator GoLpwaTerR. Well, any firm which can do what you have 
done, maintain a price of $1,200 which was $3,000 among the other 
larger firms, operating in a free economy without restrictions, I would 
not be afraid of it. 

Mr. Pouziack. I am not afraid of it. 

Senator GotpwaterR. You keep on doing that kind of thing and 
you will live a long time and so will the economy if we let it do it. 

Senator Bricker. You mentioned the Small Defense Plants Cor- 
poration primarily here. That was made up largely of employees who 
had been in the Department of Commerce. Is there any reason why 
there could not be a department in the Department of Commerce 
dealing in this field? It is largely a contact organization working with 
the Army and getting them in touch with the various small operators 
throughout the country in furnishing specialized equipment. 

Is there any reason the Department of Commerce could not, if there 
were a pioper division there, do this work without the independent 
agency? 
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Mr. Poutxack. Possibly it could, sir. However, it must be inde- 
pendent and it must be independent of influence by big business. If 
our new Department of Commerce will be of that nature, then I would 
say the SDPA or an equivalent agency could do a nice job in the 
Department of Commerce. But I am afraid it will be too much 
influenced by big-business people in the Department of Commerce. 

Senator Bricker. It would be largely dependent upon who the 
head of it might be? 

Mr. Poutuack. Yes, and the whole philosophy of the Department 
of Commerce under the new administration. 

Senator Bricker. Are there any further questions? 

If not, we thank you very much. 

You have given an excellent presentation. 

I might say for the information of the committee that the hearing 
on the Cole nomination is being printed and there will be nothing 
done on it until Thursday when the chairman comes back. 

Senator Mayspank. Mr. Chairman, I would like to make a motion 
if it is agreeable. 

I was impressed by what the first witness, Mr. Imbey, said today 
because it was never my intention and I do not think it was the 
intention of the members of the committee in regard to surplus goods 
to have a lot of wire and things like that tied up. 

I would like to ask that the chairman or the acting chairman ask 
the staff to go into this matter and report as soon as possible as to 
the facts with regard to it. 

Senator Bricker. I will be glad to do it. 

Senator GotpwaTer. Is that not pretty clear? It limits it to 
$1,000. 

Senator MayBank. My only thought was that perhaps the staff 
could make some recommendation to change it, if there are thousands 
of dollars worth of wire laying around that could be sold. 

Senator Gotpwater. I think what he was afraid of was that the 
Government could come back and take that property away from him. 

Senator Maysank. That may be true, but I understood him to 
say there were no bids on a lot of these things. 

I thought perhaps we could get a correct report on exactly what is 
happening. 

I think that perhaps something could be done about it. 

Senater GoLtpwater. The authority to requisition is given to the 
President. 

Senator MAyBANK. But the President passes it on down. With 
regard to hotels, that would be handled by the Army, Navy, or 
Marines, and the Secretary of Defense does not do it himself, 

Mr. McKenna. The witness was referring only to property requi- 
sitioned by the Government. 

Senator Maysank. Suppose that they requisitioned a lot of wire, 
and they cannot call for bids on it. 

Mr. McKenna. Whoever they requisitioned it from would have 
first opportunity to repurchase it, as determined by the President. 

Senator MaysBank. Well, the President does not do it. Some clerk 
in the Department might say the wire is worth $1,000 and as the 
witness said it might be worth $20,000 if it were sold. 

Mr. McKenna. I was just trying to point out that it is only the 
requisition of property that the provision applies to. 
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Senator Bricker. In the case of real estate there is provision for 
the appointment of appraisers, too. 

If you will, Mr. McKenna, make a study and see how that is oper- 
ating and report it to the committee. 

If there is no further business to come before the committee, with- 
out objection Senator Maybank’s motion is sustained and we will ask 
for such a report. 

(The following was received in response to the above:) 


MEMORANDUM TO THE CHAIRMAN 


After this morning’s session of hearings on S. 753 and 8. 1081, the staff was 
directed to check into the operations conducted under sections 201 (c) and (d 
of the Defense Production Act of 1950, as amended, relating to disposal] of surplus 
real and personal property and giving the original owner a preference in reacqui- 
sition 

The Defense Production Act empowered the President to requisition personal 
property and condemn real property under the conditions set forth in section 
201 He in turn delegated this authority to the Defense Production Adminis- 
tration. On February 4, 1953, these functions of DPA were transferred to the 
Office of Defense Mobilization 

I am informed that the requisition and condemnation authority granted by 
section 201 was used only once by DPA It then served as a means of clearing 
title to facilities formerly operated by the Lustron Corp. in order that they might 
be available for use in defense work, 

These facilities have not been declared excess to the needs of the Navy Depart- 
ment nor have they been declared surplus to the needs of all Federal agencies. 
The General Services Administration has been delegated by the President to 
handle disposal of real property condemned under section 201 which is no longer 
needed for the defense of the United States and for the disposal of personal prop- 
erty requisitioned under section 201 whenever the need of such property for 
national defense has terminated. GSA advises that no real or personal property 
has been declared surplus under the provisions of section 201. 

For that reason GSA has never issued any regulations dealing with the disposal 
of either real or personal property under that section. 

Under these circumstances there is no actual operating experience to determine 
how the “fair value as determined by the President’’ would be arrived at for the 
purpose of giving the former owner of personal property requisitioned under 
section 201 an opportunity to reaequire it. Section 201 (d) of the Defense Pro- 
duction Act gives the former owner a preference to reacquire requisitioned personal 
property at either (1) its fair value at the time of its disposal as determined by the 
President or (2) at the highest price any other person is willing to pay for the 
property if it is to be disposed of at less than such fair value, if such disposal is to 
be made other than at a public sale of which the former owner is given reasonable 
notice. The former owner’s preference does not extend to fungibles or items 
having a fair value of less than $1,000. 

The Federal Property and Administrative Services Act of 1949, as amended 

10 U. S. C., Supp. V, sees. 471 et seq.), makes the Administrator of GSA the 
official in charge of disposal of most of the property found surplus to the needs of 
the Federal Government In its present form this act contains no provisions 
granting former owners of real or personal property a preference in reacquiring 
such property The preference provisions of the former Surplus Property Act of 
1944, as amended, ended on July 1, 1949, as to personal property and December 31, 
1949, as to real property. The General Services Administration does not feel it 
as authority to establish any general regulations granting former owners any 
preference to reacquire either personal or real property under the present act. 

In general in disposal of surplus real property GSA establishes a fair value for 
the prorerty before it advertises same for sale at competitive bidding. If no bid 
is as hich as the established fair value, GSA normally rejects all bids and holds the 
property for later competitive bidding or sale by negotiation. 

\s to the disposal of surplus personal property, GSA does not maintain the 
same central disposal facilities as it does for surplus real property. In general the 
agencies holding the surplus personal property are authorized to dispose of it under 
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regulations issued by GSA. Under these conditions the holding agency deter- 
ines what constitutes fair value for the purpose of disposing of the property to 
tne public 

All Federal agencies are under obligation to inform GSA if they have either 
personal or real property which is excess to the needs of that particular agency. 
GSA then notifies other Government agencies (about 72 in number) that specific 
property has been declared excess. For a period of 60 days this excess property 
is held available for transfer to anv other agenev of the Federal Government. 
GSA and the Bureau of the Budget have worked out a formula to determine 


what reimbursement, if any, must be made by the agency to which the property 


s to be transferred. If the excess property so transferred again becomes excess 
to the needs of the agency to which it was transferred, it is again declared to GSA 
to be excess property and is handled the same as any other excess property. 
Similarly, if this property is found to be surplus to the needs of all Government 
agencies, it is handled for disposal in the same manner as other surplus property. 

Under the Surplus Property Act of 1944, as amended, the former owner of 
realty had a right to reacquire it at the price paid for the realty by the Govern- 
ment plus increases in value attributable to Government use, or minus decreases 
in value attributable to Government use 

= witness for the surplus dealers indicated that the monetary return to the 


Government in the disposal of surplus property is decreased by a provision 











ranting the former owner of thi property a right to reacquire the same at fair 
lue He stated he would prefer a provision allowing the Federal Government 
to dispose of surplus property by competitive bidding or by negotistion without 
inting any preference for reacquisition to the former owner The witness’ 
remarks, however, as to his past experience in acquiring surplus property from 
the Government must be directed to sury lus proyerty dis; osed of under the 
, than the Defense Productio1 Act of 1950, as 
nended As noted earlier in this menorandu no property, real or personal, 
has been disposed of as surplus under the Defense Production Act 
With regard to disposal of surplus property by the 
the following factors should be considered in connection with the witness’ sugges- 


‘ovision of some statute o 





Government in general, 


tions 

1. Naturally, the surplus property program is egsier to administer in the 
absence of any preference in the former owner to reacquire the property 

2. If the former owner is given the right to meet the highest bid made for the 
surplus property either in competition or negotiation, persons who would other- 
wise be prospective bidders or purchasers are discoureged from 
negotiating for purchase of the surplus property because they know thet after 
all their efforts the former owner may reclaim the rroperty at the highest price 
the Government may be able to obtain on competitive bids or by neotir.tior 

3. The resulting delav in disposal of the surplus property puts the Government 
to extra expense in caring for the property 

1. The resulting delay in disposing of the surplus property may result in 
missing the best market for disposal of the property 
5. In some cases it has been reported that the former owner having a preference 
right to reacquire the property has been subjected to harassment by persons 
threatening to bid up the price for the property unless the former owner 
to make an amicable adjustment with them before the competitive biddi 
negotiation is held for disposal of the property 

In opposition to the contention of the witness, the following factors should be 
considered in connection with the particular provisions of section 201 of the 
Defense Production Act of 1950, as amended, which are carried forward in 8. 753 

1. Any property to be disposed of as surplus under this section is property 
which has been acquired from its owner involuntarily either by requisition or 
condemnation 
2. In some cases the owner may be willing to grant the Government use of 

e property at a low cost to the Government if the owner is certain that he car 
reacquire the property at a fair value when the Government no longer has need 
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for it 

it seems true that the present policies followed in dispos: 1 of surplus property 
bv the Federal Government vest a high degree of discretion in the agency hendling 
the sale However, because of the wide varietv of Government-owned items 
which become surplus, caution should be exercised in proy iding Vv statute a single 
detailed method of disposal for all items regardless of variety Experience has 
shown thet in the case of certain items the Government can obtain the highest 
prices on disposal by sale on competitive bids. However, with reference to other 
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items experience has indicated that the Government could receive the highest 
prices by conducting a sale through the process of negotiation. In a negotiated 
sale it is possible to stimulate parties to the negotiation to outbid each other more 
than once because of the absence of any deadline for the opening of a single set 
of competitive bids. In a negotiated sale the representative of the Government 
is given more opportunity to use salesmanship than is possible in a sale conducted 
by competitive bidding. 

However, it would seem to be possible to assure more careful attempts at 
getting a fair price for personal property on its disposal by the Government if a 
statute requires the disposing agency to have an appraisal of the fair value of the 
property made before it is offered for disposal. 

WitiramM F. McKenna, Counsel. 


The Cuarrman. The meeting will be recessed until 10 o’clock to- 
morrow morning. 

(Whereupon, at 11:05 a. m., the hearing recessed to reconvene at 10 
a.m., Wednesday, March, 4, 1953.) 
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WEDNESDAY, MARCH 4, 1953 


Unitep STatres SENATE, 
ComMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met pursuant to recess in room 301, Senate Office 
Building, at 10 a. m., Senator John W. Bricker, presiding. 

Present: Senators Bricker, Ives, Bennett, Bush, Beall, Payne, 
Goldwater, Maybank, Robertson, and Douglas. 

Senator Bricker. Gentlemen, the meeting will be in order. 

The first witness this morning will be Clarence B. Galston, president 
of the Motor Haulage Co., Inc., and Clarence D. Todd, general 
counsel of the Contract Carriers Conference. 

I understand you want to testify jointly. 

Mr. Topp. Mr. Galston, with your permission, will testify first. 


STATEMENT OF CLARENCE E. GALSTON, PRESIDENT, THE MOTOR 
HAULAGE CO. 


Mr. Gauston. My name is Clarence E. Galston, president, Motor 
Haulage Co., Brooklyn, N. Y. 

Senator Bricker. Mr. Galston, you may either read your state- 
ment or put it in the record and emphasize any point in it you care to. 

Mr. Gatsron. I would prefer to start reading it and then I will 
deviate, if I may, as I get into it. 

Senator Bricker. Very well. 

Mr. Gausron. Mr. Chairman and gentlemen of the committee, the 
Motor Haulage Co., Inc., located in the city of New York, of which I 
am president, is engaged in transporting property in interstate and 
foreign commerce and 1 in intrastate commerce as a contract carrier by 
motor vehicle. 

This carrier has been in business for over 30 years and was subject 
to the administration of price controls by both the Office of Price 
Administration during World War II and the Office of Price Stabili- 
zation during the recent emergency. 

The Contract Carrier Conference of the American Trucking Asso- 
ciation, Inc., of which our company is a member, has requested me to 
appear before your committee representing the viewpoint of our 
industry. Necessarily, much of my testimony will concern the 
particular experiences of our company. However, I know of my own 
personal knowledge that many other contract carriers have had 
experiences similar to those of Motor Haulage. 

Under the controls of the Office of Price Administration during and 
immediately following World War II, the Motor Haulage Co. suffered 
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most severely, ending up the year 1946 with a very substantial loss. 
This in no small way was due to the inability of the company to obtain 
price relief, even though for 2 years previously the company and its 
lawyers had atte mpted in vain to secure such relief. 

We were unable to secure the relief not because our customers did 
not recognize our need for additional revenues, not because our charges 
were higher than those of our competitors, but simply because this 
administrative agency had set up certain inflexible standards for the 
purpose of determining eligibility for relief, which our company could 
not meet. 

Now I am goint to depart from my statement. 

Senator Bricker. We will make your statement a part of the record 
at the end of your testimony. 

Mr. Gatstron. Very well. 

The problems we had of meeting certain standards established for 
the industry during the war were so severe and the timing delays 
that we encountered with respect to our applications for relief, that 
when we got to 1946 we were practically on the ragged edge of bank- 
ruptcy and there was a real question as to whether the company 
would continue or not. 

We did continue and it took us about 4 years to get back to a 
point where we are now, as of today, in business again. 

However, when we came up to the Office of Price Stabilization in 
the new control period, we were faced with a new administrative 
ruling as to how our rates were to be controlled. 

The new system which they put into effect, which might have been, 
and I think was, sensible with respect to certain contract carriers was 
in effect not a price control regulation, but a profit controlling regu- 
lation. 

This is what the theory did. They said, “Your operating ratio 
for a base year, 1949, will be your standard.’ 

Now that means if we were operating at a ratio in 1949 of, let us 
say 94 percent, which means that your profit was about 6 pe reent in 
your operation, then you could raise your rate in 1952 to a point 
which would continue a 94 percent operating ratio. 

However, if your operating ratio in that early base year was 99 
percent, or 100 percent, or 101 percent, brother, they did not care. 
You were through. You had no price relief, or rate relief. That 
was our situation with respect to the overall operation. That was 
because we had just begun to pull ourselves out during that year. 

Now it was the same thing in the base period of 1946 to 1949. We 
did not have a much better operating ratio for those years, average, 
than we did in 1949. 

Senator Bricker. Was that because the laws were so inflexible that 
they could not give it to you or you could not get them to give it to 
you? 

Mr. Gauston. Well the previous ones, I think, will be pretty 
flexible. 

What happened in 1952 ultimately was that the two top people of 
the Transportation Division, the OPS, saw that we were entitled to 
an increase in our rates and gave it to us on the strength of the in- 
crease that we gave the International Brotherhood of Teamsters, our 
chauffeurs. They limited it to that. We were able to recover the 
amount of our wage increase. 
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However we were unable to recover the other elements of increased 
costs, such as the increase in the price of trucks which was very 
material, our insurance costs which had gone up, the cost of telephone 
service which had gone up very materially, and other elements, making 
it a rather difficult situation for us to continue to succeed in going up 
the scale of increasing our operating results, generally. 

Now I want to get back to the general industry and I would like to 
state it here. 

While I have just recounted the operations of one carrier of which I 
happen to be president, the operating statistics published by the 
Interstate Commerce Commission indicated that the contract carrier 
industry as a whole did not fare any better under OPS than did our 
individual company. The 1950 annual report of the Interstate 
Commerce Commission showed that the contract carriers as an 
industry enjoyed a profit of 7.8 percent of their gross operating in- 
come. That was during 1950. During the same period, common 
carriers enjoyed a profit of 6.8 percent of their gross operating in- 
comes. In 1951 the contract carriers had declined to 3.6 percent of 
their operating incomes and in the first quarter of 1951, to 1.9 percent 
of their gross operating incomes. That was while under price con- 
trols, and the common carrier had only fallen off during that period 
2.1 percent. 

Now you see the common carriers are not subject to controls of this 
kind. They come under the ICC and their problems are handled by 
men who are experienced in transportation and in the transportation 
field. 

Rate control is a very complicated business. In transportation 
agencies you have a multiple of contracts and a multiple of shippers 
and the effect of one body and the control of that body on a rate 
structure is a most complicated thing. 

Now I did mention the fact that when we finally got down to the 
application for this price relief, we had 27 special exhibits prepared 
and a long preliminary statement which was a very complicated thing. 

However, the real reason I came down to testify is this: I do not 
think the contract carrier industry should be controlled by an Office of 
Price Stabilization. Ido not think that controls should be maintained 
or even standby controls for this contract carrier group. Contract 

varriage is primarily a substitute for private carriage. What the 
sentinel varrier does 1 is to go into a concern and say, “We'll do the 
tre sanguentathati for you,” and you live very close to the industry. 

Now the industry is never going to pay you any more than it would 
cost that company to do the work, itself, so you have a natural ceiling 
on the rate that you are going to get. That is the first ceiling that you 
have and the second ceiling which is a natural] ceiling is that there are 
common carriers that are in the area to serve this customer and the 
common carrier rate is generally a rate higher than the contract carrier 
rate. There is no sense in hiring a contract carrier if there is a com- 
mon carrier on hand to serve, so that historically common carrier rates 
are always a little higher than contract carrier rates. 

Therefore, why have an Office of Price Stabilization control contract 
carrier rates? 

Even in the ICC set-up, the only thing that they concerned them- 
selves with were minimum rates for contract carriers. They were 
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never afraid of the maximum rates of contract carriers because they 
had this common carrier competitive field. 

The last reason why you have a naturel ceiling on these contract 
carrier rates is this, that the private concern not only can substitute 
its own service or go to a common carrier field, but bear in mind that 
it negotiates a contract for this. It is in a position to negotiate each 
contract with respect to these rates. The contract carrier merely 
files a tariff and that is the rate for the group that comes within the 
tariff. The contract carrier sits down with the traffic manager of 
the industry and says, “This is what we want to charge and this is 
why,” and he is going to be controlled to a large extent by the rep- 
resentative of his customer who is making the deal. 

I do not think that this particular field is one that should be covered 
by a control process, such as the OPS was set up to do in 1951 

I will add this: Mr. Todd, who will follow me on the witness stand, 
has caused to have prepared a chart which shows how little of the 
traffic is actually handled by contract carriers. It would appear that 
carriers handling such a small percentage of the overall tonnage 
could have little effect upon the cost of living or the cost of doing 
business. 

Upon behalf of my own company and the contract carrier industry 
generally, | wish to urge the committee to exempt contract motor 
carriers from any standby legislation in the same manner as common 
carriers are so exempt. 

Senator Bricker. Are there any questions? 

Senator Gotpwater. Yes, Mr. Chairman. 

Mr. Galston, you have touched on a subject very dear to my 
heart. I am glad you brought it up. I was afraid we would go 
through this he: aring without having the opportunity to explore what 
you have brought up. 

You have asked that your industry be exempt from control and 
you ask it for very good, sound reasons. However, I maintain that 
the same reasons you ask for e xemption apply to almost every busi- 
ness in the United States. It is the opinion of my industry, which is 
the mercantile industry, that controls will not work under this 
formula; that you either control eve ry single factor from the time the 
seed is planted until the fruit is eaten, or from the time the lamb is 
born until the coat is made, or controls will not work. 

You mention that you have portions of your cost which are not 
controlled, such as insurance and telephohe rates. We have that, 
too. Lagree with you. However, if you are exempted, I think every 
industry in America should be exempted from this kind of controls. 
Not only your particular business which is affected more by wage 
increases than my business, but all of them. 

The big reason it did not work for you was that there was no control 
on wages. Although wages were supposed to be controlled, you paid 
an increase for your trucks because the United Auto Workers were 
able to get increases in wages. But the people in my industry were 
unable to get increases even though we asked for them time and time 
and time again. We were denied increases in prices to meet the 
increased costs we had to pay to you people for having to pay more 
for your trucks, while the common carriers had unlimited privilege to 
increase their rates, rates which in my opinion have been increased 
far beyond reason and necessity. 
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I want to ask you a question in connection with this: 

Before I do that, I would like to call this to your attention for the 
record: There are 11 categories under section 405 (a) exempted from 
controls. ‘They cover unusual things such as the prices charged and 
wages paid by bowling alleys; the prices and wages of barbers and 
beauticians; the margin requirements for commodities. 

I could go on with some exemptions which would seem rather stupid 
to you, as they do to me. Yet we are trying to control inflation by 
merely controlling, in the case of consumer dollars, about 88 percent 
of it. Twelve percent of that consumer dollar under this is not 
controlled. 

I have had occasion to mention lawyer’s fees and because we do 
have lawyers in the Senate and in the Congress, maybe I should not 
do that, but in my own particular business my lawyer’s fees increased 
100 percent during controls. I love those lawyers and I am happy 
to pay it to them, but my customers cannot share in my love for my 
lawyers, and I am stuck. 

Do you think as a businessman who has been through this rather 
hectic period of attempted controls, that any controls we write will 
work unless there is 100-percent control? 

Mr. Gautston. No, I do not. I think it has to be all or none and 
that is a pretty difficult pill to swallow. 

Senator Bricker. Are there any further questions? 

Senator DoueLas. I want to ask a very simple question and 
probably a very foolish question. 

Are you subject to regulations of the Interstate Commerce Com- 
mission? 

Mr. Gauston. Yes, sir; we are. We are subject to regulations by 
the ICC with respect to our minimum rates and we file those rates 
with the Commission. 

Senator Dovetas. In the past war, OPS had the power to intervene 
as I remember it, before the ICC. 

Mr. Gaston. With respect to common carrier rates. 

Senator Dovetas. With respect to your basic rates. 

Mr. Gatston. They had complete control of our maximum rates. 

Senator Doveras. But they also had the power to intervene on 
those rates which were controlled by the ICC, is that true? 

Mr. Gaston. I cannot answer, but I think that is possible. 

Senator Dovetas. I did not see that covered in your memorandum. 
Do you feel they should have such powers in any standby law, or that 
they should not have such powers? 

Mr. Gauston. I would rather kee ‘P OPS entirely out of the picture 
with respect to the rights of the ICC. 

Senator Doveras. So that they would not have the right to inter- 
vene before a regulatory body? 

Mr. Gatston. Absolutely not. I would let the regulatory body 
have its control. 

Senator Dovetas. Sometimes regulatory bodies are not set up 
fully to protect the general public. 

Mr. Gauston. No, sir, but they are generally manned by experi- 
enced personnel which is not always true of the other. 

Senator Doveias. What increases in basic rates, if any, have you 
had since the outbreak of Korea, from the ICC? 
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Mr. Gatston. The ICC has not given us any rate relief and could 
not give us any rate relief. 

Senator Doua.as. You said the basic relief, 

Senator Bricker. He is talking about the common-carrier opera- 
tion. 

Mr. Gatston. We do not operate as a common carrier. 

Senator Dove as. None of your rates are regulated by the ICC? 

Mr. Gaston. We cannot go below a minimum. It is a minimum 
rate that is regulated. 

Senator Dovuatias. Have they raised that minimum? 

Mr. Gauston. They do not do that, sir. We can charge anything 
over the minimum as far as the ICC is concerned. 

Senator Dove.as. If they raise the floor, that sometimes raises 
the ceiling, too, and I was trying to determine if they raised the 
floor. 

Mr. Gaustron. It does not work that way. We file our rate with 
the ICC and that is our minimum rate. 

If we want to charge a higher rate we are at liberty to do that. 

Senator Dove as. Does the ICC automatically approve that mini- 
mum rate? 

Mr. Gauston. They are given 30 days to object to that if it is 
below a previous minimum. 

Senator Doua.Las. Suppose it is above. 

Mr. Gatston. Then there is no objection. 

Senator Douaias. You can raise the rate at will without regulation 
by ICC? 

Mr. Gauston. At the present time; yes, sir. 

Senator Doueias. Have you increased them since Korea? 

Mr. Gauston. We have increased them only with respect to the 
permission granted by OFS. You see OPS was our control in those 
days. OPS was an entirely different body. Common-carrier rates, 
on the other hand, were being administered by the ICC. They were 
given the right to increase their rates and the elements that went into 
their increased costs were considered by the ICC in the applications 
for rate increases. 

Senator Dovueias. The common carriers got an increase in what 
percentage? 

Mr. Gauston. I do not know. 

Senator Doveias. But you got no increase? 

Mr. Gatston. We got no increase until we applied to the OPS and 
then we got our OPS increase but as I explained it was limited to the 
wage increase that we granted the teamsters. We did not get an 
increase for the other elements. 

Senator Bricker. You see, in the original bill, or in the second 
bill I believe it was, we exempted all those carriers under regulation 
by any Government authority, and public utilities as well as carriers. 

Senator Maypank. And State regulatory bodies, too. 

Senator Bricker. That is right, subject to regulation of any Gov- 
ernment authority. Contract carriers not being classed as common 
carriers, the only protection or authority given to the Interstate Com- 
merce Commission is to require a certain minimum rate to protect 
the competitive common carrier. So this was taken out from under 
Government regulation, really, and OPS moved into the field. OPS 
was interested in ceilings and ICC in minimums, 
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Senator Ives. Is there any case in which the rates allowed by the 
OPS were equal or equivalent to the common-carrier rate? 

Mr. Gatston. I would assume there were instances of that kind. 

Senator Ives. Were they exceptions or was it common? 

Mr. Gaston. In most instances the contract-carrier rate is below 
the common-carrier rate. That is what keeps us in the field of 
business. ‘That is why we can be competitive. 

Senator Bricker. Are there any further questions? 

Senator Payne. I got in a little bit late, for which I am sorry, but 
I have not noticed in the comments that have been made and neither 
have I been able to, briefly scanning the statement, determine whether 
or not any position has been taken by this particular group with refer- 
ence to S. 1081, not S. 753 which is mentioned, about providing for 
the period of freeze to be put on in the event of an emergency. 

Mr. Gautston. Mr. Todd will talk about that when he testifies. 

Senator Bricker. Are there any further questions? 

(The prepared statement of Mr. Galston follows: 


STATEMENT OF CLARENCE E. GALSTON, PRESIDENT, THE Moror HavuLaceE Co., 
INc. 


Mr. Chairman and gentlemen of the committee, the Motor Haulage Co., Inc., 
located in the city of New York, of which I am president, is engaged in trans- 
porting property in interstate and foreign commerce and in intrastate commerce 
as a contract carrier by motor vehicle. This carrier has been in business for over 
30 years and was subject to the administration of price controls by both the 
Office of Price Administration during World War II and the Office of Price Sta- 
bilization during the recent emergency. 

The contract carrier conference of the American Trucking Association, Inc., of 
which our company is a member, has requested me to appear before your com- 
mittee representing the viewpoint of our industry. Necessarily, much of my 
testimony will concern the particular experiences of our company. However, | 
know of my own personal knowledge that many other contract carriers have had 
experiences similar to those of Motor Haulage. 

Under the controls of the Office of Price Administration during and immedi- 
ately following World War II, the Motor Haulage Co. suffered most severely, 
ending up the year 1946 with a very substantial loss. This in no small way was 
due to the inability of the company to obtain price relief, even though for 2 years 
previously the company and its lawyers had attempted in vain to secure such relief. 
We were unable to secure the relief not because our customers did not recognize 
our need for additional revenues, not because our charges were higher than those 
of our competitors, but simply because this administrative agency had set up 
certain inflexible standards for the purpose of determining eligibility for relief 
which our company could not meet. 

Almost the same problems arose in 1952 under the OPS. A new formula had 
been developed for ascertaining the amount of price or rate increases which would 
be permitted contract carriers. The formula utilized in fact controlled profits, 
not prices. Under this formula, a base period was established and OPS determined 
the profit realized by a carrier during the base period and permitted rate increases 
which would return the same profit during the current period. The application of 
this formula to Motor Haulage and to other contract carriers brought about very 
serious results. Motor Haulage was 4 years recovering from the restrictions im- 
posed by OPA. During this period it had made no profits Accordingly, the 
OPS in originally passing on our application for price relief decided that we were 
not entitled to relief because we were a marginal operator during the so-called 
base period. Finally, after numerous conferences and submission of a great deal 
of detailed data, the chief transportation representative of OPS and his assistant 
recognized the seriousness of our problem and granted relief equal to the wage 
increases that the company had been compelled to grant to the International 
Brotherhood of Teamsters and Helpers. However, no increase was permitted for 
the other very substantial cost increases such as equipment, insurance, office 
employees, telephone, and the like. While I have just recounted the experience 
of one carrier, of which I happen to be president, the operating statistics published 
by the Interstate Commerce Commission indicate that the contract carrier in- 
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dustry, as a whole, did not fare any better under OPS than did our individual 
company. The 1950 Annual Report of the Interstate Commerce Commission 
showed that contract carriers as an industry enjoyed a profit of 7.8 percent of 
their gross operating income. During this same period common motor carriers 
enjoyed a profit of 6.8 percent of their gross operating incomes. This was a year 
during which there was no price control. In 1951 the profits of contract carriers 
had declined to 3.6 percent of their operating incomes and for the first quarter of 
1952, 2.9 percent of their gross operating incomes. While it is true that common 
motor carrier profits declined, they only fell off 2.1 percent whereas contract 
carrier profits declined 4.9 percent. It is apparent, therefore, that the contract 
motor carrier industry suffered a substantial hardship under price controls as 
administered by OPS. 

The standards followed by OPS for determining the need for a price increase of 
contract carrier rates were not altogether unreasonable when applied to carriers 
who had only one contract, but the application of these standards to carriers 
operating under multiple contracts serving multiple shippers worked a severe 
hardship. In the first place, it required the segregation of expenses and income 
according to individual customers served, which is not the general practice in the 
industry. The application which Motor Haulage filed in September of 1952 for 
relief, consisted of a preliminary statement and 27 separate exhibits, all prepared 
specifically for this particular application. It is quite apparent that this type 
of regulation imposed considerable additional expense on our company. 

Contract motor carriage in the transportation industry is looked upon as a 
substitute for private carriage. Historically, most contract operations have 
developed as a result of a motor carrier assuming the transportation operations 
of a given industrial enterprise. The very fact that a contract carrier substitutes 
his services for those which a shipper could perform with its own vehicles creates 
a close relationship between the carrier and the shipper. Unlike a common 
carrier, a contract carrier cannot merely file a tariff increasing its charges and 
hold its customers to pay the inerease. Any rate increase put into effect by a 
contract carrier must be negotiated with each of its shippers and a contract signed 
by the shipper agreeing to pay the increased rates. It is apparent, therefore, 
that the nature of a contract carrier business and the need for a signed contract 
gives considerable assurance that the rates of this type of carrier will not become 
unreasonably high. 

There are two other assurances which, in fact, impose a natural economic 
ceiling on the rates and charges of contract carriers. As I have previously stated, 
the services of a contract carrier are, in most instances, a substitute for what the 
customer could do with its own vehicles. This being true, the customer is not 
going to pay the contract carrier a large premium for its services. As a matter 
of fact, the contract carrier must keep the cost of its service close to the cost to the 
shipper of providing the service with its own vehicles. This is one of the natural 
ceilings. 

The customers served by contract carriers always have available to them the 
services and facilities of common carriers both by rail and by truck. These 
common carriers have published tariffs and their maximum rates are controlled 
by the Interstate Commerce Commission and various State regulatory authorities. 
As common carriers, of course, they are obliged to serve the shipping public, 
including the customers of the contract carrier. For this reason if a contract 
carrier attempted, at any time, to increase its rates above those maintained by 
the common carriers, the shipper would turn to that type of service. Historically, 
the contract carriers have been required by competitive forces to keep their rates 
either on the level of common carriers rates or below. This is the second natural 
ceiling imposed upon the rates of contract carriers. 

Mr. Todd, who will follow me on the witness stand, has caused to be prepared, 
a chart which shows how little of the Nation’s traffic is actually handled by 
contract carriers. It would appear that carriers handling such a small percentage 
of the overall tonnage could have little effect upon the cost of living or the cost 
of doing business. 

Upon behalf of my own company and the contract carrier industry generally, 
I wish to urge the committee to exempt contract motor carriers from any standby 
legislation in the same manner as common carriers are so exempt. 


Senator Bricker. The next witness is Mr. Clarence D. Todd, of the 
Contract Carrier Conference. 

Let me say the Contract Carrier Conference represents a portion 
of the contract carriers. 
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STATEMENT OF CLARENCE D. TODD, CONTRACT CARRIER 
CONFERENCE, AMERICAN TRUCKING ASSOCIATIONS, INC. 


Mr. Topp. We hope to represent all of them, Mr. Chairman. 

Senator Bricker. Will attempt to represent all, whether members 
of the conference or not. 

Mr. Topp. Yes. 

Senator Bricker. You may proceed. 

Mr. Topp. Mr. Chairman and gentlemen of the committee, I would 
like to first take up this matter we were just discussing with respect to 
exemptions for common carriers and the reasons therefor and the 
reasons for not exempting contract carriers. 

It is true that if the common carriers and if public utilities had been 
placed under general price control, that there would have resulted a 
conflict in jurisdiction because public utilities and common carriers 
generally are regulated by some other regulatory body, and for that 
reason undoubtedly the Congress in passing the Defense Production 
Act of 1950 and the amendments thereto, exempted common carriers. 

The rates and charges—it is also true of common carriers—are not 
subject to maximum price control by the Interstate Commerce Com- 
mission, or in general by State regulatory bodies, so for that reason 
there is no direct conflict of jurisdiction by placing the contract car- 
riers under a temporary agency such as the OPS. 

Senator Bricker. The conflict comes in the problem as to whether 
or not a contract carrier by entering into some contracts is actually 
holding himself out as a common carrier. 

Mr. Topp. That, of course, Mr. Chairman, is another subject. 

Senator Bricker. It is another problem and belongs in another 
committee. 

Mr. Topp. That is correct. 

This particular subject, however, while there is no direct conflict 
in jurisdiction, I believe that you do definitely get a direct conflict 
in purpose when you have the Interstate Commerce Commission and 
many of the State regulatory bodies handling our minimum charges 
and another agency regulating our maximum charges. 

This is particularly true in some States where the State law actually 
requires a contract carrier rate and the common carrier rate to be 
identically the same. 

Now OPS solved that problem during the time they were controlling 
our charges by simply relinquishing their jurisdiction to the State. 

Senator Bricker. They had to under the law? 

Mr. Topp. Yes, sir. 

Now the same problem exists, as far as the Interstate Commerce 
Commission is concerned. It is not as apparent because the law does 
not require the contract and common carrier rates to be the same, but 
with the Interstate Commerce Commission, as Senator Bricker 
pointed out, a large part of their regulation, ratewise and otherwise, 
is to provide for equitable competition between the various forms of 
transportation, and to a large extent that is taken into consideration 
in ratemaking. 

In the Office of Price Stabilization, they paid absolutely no attention 
to the common-carrier rates. I have known instances where they 
actually turned down a contract carrier’s application for a price in- 
crease when he was 30 percent below the common carrier. Naturally 
that disturbs these competitive factors in the transportation industry. 
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[ cover in my statement one particular situation that I happen to 
know of very well that involves the transportation of canned goods, 
which is a commodity that moves in large quantities and accounts for 
a substantial part of the revenues of the railroads in this country. 
The railroads, as this committee undoubtedly realizes, during this 
recent emergency and ever since World War II began, have obtained 
from the Interstate Commerce Commission certain general increases 
in rates because they needed the revenues in order to stay in business. 

Now those increases in rates were applied across the board to all 
traffic—not in the same percentage but everybody practically got an 
increase, not only industry but agriculture and everybody else. 

Well, the railroads were able to increase their rates at a far faster 
rate than the contract carriers were able to increase theirs, with the 
result that there was a greater difference between the rates of the two 
types of transportation. 

The railroads in spite of the fact that they were coming to the 
Commission asking for more money on general rate increases decided 
that they had to deplete their revenues by reducing their rates on 
canned goods in order to meet this contract carrier competition. The 
contract carrier competition was what it was because the Office of 
Price Stabilization would not let us raise our rates. 

The result has been and the problem is so serious as far as the 
Interstate Commerce Commission is concerned, that they have had 
to set a general rate investigation on canned goods covering the entire 
official territory in the United States in an effort to try to determine 
what the ao competitive relationship should be. This will not 
only cost the Government a great deal of money, it will cost all the 

carriers a great deal of money and a great deal of time and eftort has 
to be put in on it which in my opinion would have never happened 
had the contract carriers’ rates not been controlled by the Office of 
Price Stabilization which was applying the formula that Mr. Galston 
spoke of, which in effect is not ratemaking regulations, it is profit 
regulations. Ido not think there was a pretense to regulate our rates. 
They were regulating our prices. 

Senator Bricker. They applied the same rules to you that they 
applied to industry? 

Mr. Topp. That is correct, but it amounts to profit regulation. 

Senator Ives. In that case do you think there was any deliberate 
effort to try to put you out of business? 

Mr. Topp. I would not say that, no. 

Senator Ives. I just wondered if there was any collusion between 
them and the common carriers. 

Mr. Topp. I certainly would not say that. I think they were 
attempting to do what they thought was right, but the difterence in 
the two types of regulations and the close competitive condition in the 
transportation industry brought about this condition that was un- 
healthy for everybody. 

Senator Bricker. It results from the inability to find a proper 
niche for what you call the contract carrier business. The Interstate 
Commerce Commission is concerned with the established common 
carrier and the OPS concerns itself with the holding down of the 
charges. If you had been listed as a common carrier, your maximum 
rates subject to regulation being your minimum rates subject to the 
Interstate Commerce Commission—just as in the areas where you 
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were, OPS had no jurisdiction—if you had been a common carrier 
as such, that is. 

Mr. Topp. If we had been a common carrier. But the Interstate 
Commerce Act recognizes that there are such things as contract car- 
riers and they are regulated largely because of their eftect upon 
common carriers. 

If the regulation of the Office of Price Stabilization interferes with 
the regulation of the Interstate Commerce Commission of contract 
carriers, in that they are unable to maintain the proper rate relation- 
ships so that competition can be kept on a fair basis, then one or the 
other has to go. 

It seems to us, as Mr. Galston pointed out, that there are natural 
price ceilings on contract carriers, the private carrier competition and 
the common carrier competition. So that in order to eliminate this 
conflict in purpose in the two laws, if not conflict in jurisdiction, it 
would appear that the contract carriers should be put in the exemption 
provided for common carriers. 

Senator Bricker. Would you say further that all the rates should 
be subject to regulation by the Interstate Commerce Commission? 

Mr. Topp. Well, Mr. Chairman, before answering that question, 
I question the constitutionality of imposing a maximum rate control 
on contract carriers during anything but an emergency period. 

Senator Bricker. They do it on our public utilities. 

Mr. Topp. The properties of public utilities are devoted to the 
public 

Senator Bricker. Are yours not? 

Mr. Topp. No, they are not, ours is a public business. 

Senator Bricker. It is not made so by law, though. There is 
nothing in the nature of your business that distinguishes you as being 
any different from any other carrier, because they run on a track or 
because they run on a certain schedule or a certain highway. 

Senator Ives. Are you not in competition with the common 
carriers? 

Mr. Topp. We are in competition with the common carriers and 
because of that effect on their business, we are regulated by the Inter- 
state Commerce Commission. We are not a public utility. 

Senator Bricker. That is simply because the law has not made you 
one. 

Senator Ives. If you are not a public utility, what in heaven’s name 
are \ ou? 

Mr. Topp. We are not a public utility because the public is not 
entitled to call upon us for transportation services. 

Senator Ives. I am talking in broad terms, there, not particularly 
speaking in a technical way. It occurs to me you are performing a 
public mission. Are you not serving the public? 

Mr. Topp. No, we are not serving the public. 

Senator Ives. You are not available to the public at all? 

Mr. Topp. No. 

Senator Bricker. The railroads could say the same thing if the law 
did not make them. ‘There is no reason why the law could not make 
you public utilities the same as anything else. 

Senator Ives. The public cannot insist upon the public utilizing 
your services. 

Mr. Topp. They cannot insist upon it. 
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Senator Ives. You can turn them down if you want to and the 
common carrier cannot? 

Mr. Topp. Not only can we turn them down but under the Com- 
mission’s regulations, we have to enter into a written contract with 
any shipper and that contract has to be of a bilateral nature and it has 
to be filed with the Interstate Commerce Commission, so our method 
of doing business is altogether different than the common carrier’s 
method of doing business. Most contract carriers do limit themselves 
to a comparatively few customers. It is the exceptional contract 
carrier who has more than 10 customers, for example. 

Senator Ives. Thank you. 

Senator Bricker. I would like to say I do not believe there is any 
constitutional question in this. It is a question of Congress not having 
acted yet in recognition of the character of your business. The States 
have done it in some instances, 

Mr. Topp. The States have regulated the contract carriers in much 
the same way the Interstate Commerce Commission has, I believe. 

I know of no State that has attempted to impose maximum rate con- 
trols on contract carriers. I know of no State law that does not make 
a distinction in the type of proof that must be made in order to obtain 
a common carrier certificate as opposed to a contract carrier’s permit, 
Now perhaps a change in laws would be perfectly cinsiitenional 

Now in 5. 753, there is also a provision in section 405 (b) which 
would grant exemptions to those industries which the President would 
find were necessary to promote the national defense; and in those 
industries where it is unnecessary, that ceiling prices be applicable to 
their materials or services. We believe this provision of the law is a 
very good one if the law is enacted. However, we would like to point 
out that we think there must be some implementation of that pro- 
vision of the law so that industries that feel that they fall in either one 
of those two categories may apply for an exemption. And not only 
apply for an exemption but be assured of a full and fair hearing on 
their application for an exemption. 

Under the price controls as we have had them in the past, it is very 
difficult to obtain a full and fair hearing, particularly on the matter of 
decontrol or exemption. In the amendments of the Defense Produc- 
tion Act of 1952, the Congress provided for an orderly decontrol of in- 
dustry and set up standards for that decontrol. The contract carriers 
filed a petition for decontrol. In the first place, there was no procedure 
set up at OPS for handling it. They did not know whether to have a 
hearing on the petition or not to have a hearing. Finally, they did 
grant us a hearing, which incidentally was held before men whose very 
jobs depended upon the continued regulations of the contract carriers, 
and those men were the ones who made the decision as to whether we 
would be decontrolled or not. 

At first they did not even want to make a formal record of the case 
and it was only through some congressional urging that stenographic 
notes were taken of the hearing. 

Senator Bricker. If they were not going to regulate themselves out 
of business, they did not want the courts to do it either, then? 

Mr. Topp. That is right, Senator. 

We fought with them about that and we filed a petition for recon- 
sideration when they denied our request for decontrol. So I say that 
if you are going to have an exemption of that kind, you have to imp- 
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lement it in some way so that businessmen generally have a fair op- 
portunity to obtain relief under it, and they certainly don’t, if you 
make the price-control agency the judge and jury in the matter. 

There is one other thing about price control insofar as contract car- 
riers are concerned, that I think should be taken into consideration. 

During the period that OPS controlled our charges, we do not 
know what it cost the Government to do it. We do know that there 
were at least 4 men on the staff who were earning between $8,000 
and $14,000 a year. There was a considerably large staff to take care 
of that matter. It is our understanding that during the 2 years’ time 
there were 700 applications processed altogether and I would estimate 
that it cost the Government at least $200,000 or $300,000 in all to 
process those 700 applications. 

If you will note from the charts attached to the statement which 
was presented, you can see that the contract carriers have handled 
but a very small percentage of the total tonnage handled by motor- 
truck. Never mind that handled by railroads, the motortrucks 
handle a very small percentage of the overall transportation. But 
the common carriers handled in 1951 about 68 billion ton-miles. The 
contract carriers handled less than 5 billion ton-miles. 

All of this expense to regulate such a very small part of the overall 
transportation business, or overall transportation that is available to 
the public, and regulate a part of it which in our opinion is controlled 
by natural, economic factors without the benefit of the Office of Price 
Stabilization or any other emergency agency. 

Senator Bricker. I think you have made a very fine presentation 
of the complexities of price control in a highly competitive industry. 

Mr. Topp. Thank you, Senator. 

Senator Bricker. And in a very complex industry development 
such as we have in this country. 

Mr. Topp. Thank you, sir. 

Senator Bricker. Are there any questions? 

Senator Gotpwater. I would like to ask just two questions: 

Do you believe in standby controls—that we should have standby 
controls as outlined in S. 753? 

Mr. Topp. We will of course admit we are not too much in favor 
of price controls of any kind. I am not as familiar with the overall 
economic problems which might require some standby legislation as 
I feel that I should in order to answer a question of that kind. 

From the standpoint of mechanics, if and when the time comes 
there may be a lag of a certain time before Congress could actually 
pass standby controls if they found that they were needed. I am 
not too familiar with how long it takes Congress to act on such mat- 
ters, but if there would be a substantial lag from the time when you 
decided that controls are necessary and until such time as a law could 
be passed, then I suppose that standby legislation would be the 
answer to it. 

I think it is fine that we are having hearings on this matter in this 
type of atmosphere where there is no urge and rush. Before, we have 
had to come before congressional committees on this same subject and 
there is such an urgency and rush about it that I do not think the 
committees and the Congress itself has had opportunity to consider 
the problems. After all, they would consider our problem as small, 
since we are a small industry. I do not think they have had a chance 
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to consider these small things and, acting now, you have a chance to 
consider those things. 

Senator GOLDWATER. From your experience as a businessman, and 
through watching other businesses and your general knowledge of the 
business of the country, do you think that controls of any kind at 
any time are desirable in the economy of the country, and do they 
accomplish what they set out to do, which is control inflation? 

Mr. Topp. Well, of course during the time that we had controls 
during World War tT, and in this emergency, we have had inflation. 
Now whether it would be worse had we not had controls, I could not 
say. 

| think maybe the provision that appears in both S. 1081 and S. 753 
which makes it possible to exempt certain industries where price 
controls are not necessary, is a very good provision, so that if there 
are industries where it is necessary—maybe in the basic industries, 
particularly where the Government is paying a large part of the bill, 
then price controls would be desirable, but in this way you could 
separate the wheat from the chaff rather than trying to do it in a lot 
of industries where it is not necessary. 

Senator Bennerr. Mr. Todd, do you know of any industry that 
believes it is necessary to control its own industry? 

Mr. Topp. No; I do not, Senator. 

Senator Bennerr. As I understand your testimony you think price 
controls are good, but they are not good for vou, that you do not want 
them and you do not want to be considered for anything but exemp- 
tion if they are imposed? 

Mr. Tovp. I hope I am being more fair about it than that. Our 
industry is already regulated. We speak of the fact that the Inter- 
state Commerce Commission has control over our minimum rates. 
Actually, we are asked to file with the Commission a minimum rate 
which we actually maintain and charge. For all practical purposes, 
that is our rate. It is our maximum and it is our minimum. 

Senator Bennerr. But your complaint about treatment during the 
Korean situation under OPS is that you were not allowed to increase 
that minimum? 

Mr. Topp. That is correct. 

Senator Bennerr. So you do not believe that price controls should 
be imposed on you and even though you were regulated as to the 
minimum, you feel that you should be perfectly free to raise that 
minimum when economic factors make it wise or necessary? 

Mr. Topp. Well, in our particular industry, Senator, we have had 
a good many—in fact the vast majority of our people are small- 
business men. They own 2 or 3 trucks, many of them. 

Now it may be that there are some industries like the steel industry 
that can go along for 6 months or a year and show a loss. All it 
means is that they do not pay their stockholders anything. However, 
with the small contractors, they either make money every month or 
they go out of business. 

Senator Bennerr. Is that not true of the grocery-store operator 
and the service-station operator? 

Mr. Topp. I imagine it is. They are small-business men just as 
are a lot of the contractors. 

Senator Bennerr. Do you not think they have been subject to the 
same difficulties that the existence of price controls under OPS has 
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created for you? Do you not think their wages have been raised 
occasionally by union action? Do you not realize that their transpor- 
tation costs have been raised by the increases that have been given to 
the common carriers? Yet they have been unable to get relief under 
just the conditions of which you complain. 

Mr. Topp. That may very well be, and if price control does not 
accomplish anything as far as they are concerned, I would say to take 
it off. 

I will say, however, this: that I think from an economic standpoint 
our industry is peculiar to this extent, that close to 50 percent of our 
operating expense is chauffeurs’ wages. When we get an increase in 
wages it means that our operating costs go up in proportion consider- 
ably faster than a mercantile industry. 

Senator Bennerr. I was going to say, do you think you are unique? 
I come from a business where 60 percent of our costs are wages, and 
I think that is a pretty definite pattern in most businesses in America 
except those that are highly mechanized. 

Mr. Goldwater has been in the mercantile business. What pro- 
portion of your expense is wages? 

Senator GoLpwaTeER. It is 64 percent. 

Senator Bennerr. You are not talking about an exception. You 
are probably lucky because your percentage is low. 

Mr. Topp. That may be true. 

I have devoted much of my time to motortruck transportation, and 
I do not necessarily understand other industries. I think I have a 
fair understanding of this particular industry and I have lived with 
and through the Office of Price Administration and the Office of Price 
Stabilization and I do know the effect that it has had upon their 
businesses. 

Now those controls may have had the same effects on the mercan- 
tile industry, I could not say. 

Senator Benner. If they had had the same effect on other in- 
dustries, do you think they should be given the same privilege of 
exemption that you are asking? 

Mr. Topp. If they are in a position where there are certain natural 
competitive factors that keep their prices down and if price control 
would not accomplish any more than it accomplished for the contract 
carriers at the price to the Government, I would say do not control 
them. 

Senator Bennett. We could pursue this a long distance. I think 
I accomplished what I hoped to get into the record. 

Thank you very much. 

Senator Bricker. How many trucks has the largest contract 
carrier in the country? 

Mr. Topp. There is one carrier that I know of that has probably 
500. I think Mr. Galston’s company is one of the larger contract 
carriers. 

Mr. Gatston. We are not. 

Mr. Topp. There is one that I know of that has approximately 
500 pieces of equipment. 

Senator Bricker. How many contracts? 

Mr. Topp. That company has 32 or 33 contracts. 

Senator Bricker. Are there any further questions? 
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Thank you very much. We will make your statement a part of 
the record. 
(The prepared statement of Mr. Todd follows:) 


STATEMENT OF CLARENCE D. Topp, Contract CARRIER CONFERENCE, AMERICAN 
TruckINnG AssociaTiIons, INc. 


Mr. Chairman and gentlemen of the committee, my name is Clarence D. Todd. 
I am general counsel of the Contract Carrier Conference of the American Trucking 
Associations, having held this position for the past 14 years. The conference 
is a national trade association representing contract carriers all over the Nation 
and affiliated with the American Trucking Associations. 

Our industry has had experience with price controls under the administration 
of OPA during World War II and under OPS during the present emergency. 
Our experiences have not been very happy ones, but it shall not be our purpose 
to use your committee as a forum for airing our complaints against past controls, 
except to the extent that such testimony may be of value to your committee 
in preparing a just and workable law. My comments, therefore, will be directed 
to 8. 753 and 8. 1081 both of which are designed to provide standby legislation 
to control inflation. S. 753 intrduced by Senator Capehart on February 2, 1953, 
entitled ‘‘Emergenc Stabilization Act of 1953” provides for overall price control 
similar to that provided for by the Defense Production Act. S. 1081 introduced 
on February 25, 1953, by Senator Capehart and others provides only for temporary 
economic controls in the form of a general price freeze for 90 days. I will first 
direct my attention to 8. 753. 

Section 405 (a) (5) exempts common carriers from the provisions of the law. 
This exemption is provided because it is a well known fact that rates, fares, and 
charges of such carriers are subject to the control of the Interstate Commerce 
Commission and other regulatory bodies, and to include such carriers under 
emergency price controls would create a conflict in jurisdiction. 

The rates and charges of contract carriers are not included in this exemption, 
and we assume, for the reason that the Interstate Commerce Act, and State 
regulatory laws do not govern the maximum charges of contract carriers, and to 
include these rates and charges under emergency price controls does not create @ 
conflict in jurisdiction. 

Inclusion of contract carrier rates and charges does not create a direct conflict 
in jurisdiction, but it does to a very appreciable extent defeat rate regulation over 
common carriers. The Congress in passing the Interstate Commerce Act recog- 
nized that contract carriers by motor vehicle have a direct competitive effect 
upon common carriers. For this reason these carriers were brought under the 
jurisdiction of the Interstate Commerce Commission. This regulation, inter alia, 
empowers the Commission to regulate the minimum rates of contract carriers, 
and if it finds such rates to be unreasonably low may require that the same be 
increased. Many States have similar laws. In fact, in some States, a contract 
earrier’s rates cannot be lower than common carrier rates. In these States, 
while imposition of price controls may not actually cause a direct conflict in 
jurisdiction, it does defeat the purpose of the State law if it prevents the mainte- 
nance of an equality of rates between common and contract carriers. It is true 
that OPS solved this problem by practically giving up its jurisdiction over the 
intrastate rates applicable in those States having such laws. 

Because the Interstate Commerce Act does not require that the rates of com- 
mon and contract carriers be the same, the effect of price controls on contract 
carriers is not as apparent as it is in those States which require that rates be the 

same, but the effect on the overall transportation system and the eet by 
the Interstate Commerce Commission is far more serious. 

We have caused to be prepared and attached to this statement an exhibit 
which shows graphically the amount of traffic handled by contract carriers as 
compared to that handled by common motor carriers. From this exhibit it is 
apparent that contract carriers performed but a very small part of the Nation’s 
transportation, but the effect of the rates charged by these carriers is of far 
greater importance to our transportation system. 

As this committee well knows the railroads during the past few years have been 
granted several general rate increases which have increased transportation costs 
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to industry and agriculture alike. The price controls imposed on contract motor 
carriers made it impossible for them to increase their rates along with the railroads 
and thus maintain a proper competitive relationship between the railroads and 
contract carriers. Having available the lower contract carrier rates on the surface 
might appear to be in the public interest, but it was not. The contract carrier 
rates only applied on canned goods and were only available to a comparatively 
few shippers. 

The low contract carrier rates on canned goods and the efforts of the railroads 
to meet the same, created such a serious problem that the Commission has insti- 
tuted a general investigation of both truck and rail rates, in an effort to establish 
proper rates for the movement of this traffic. This investigation will not only 
cost the Government a great deal of money but also the carriers involved. All 
of this would have been avoided had there been no price controls on contract- 
carrier rates, because, in the absence of price controls, the contract could have 
maintained the historical relationship between contract carrier and railroad rates. 

As Mr. Galston has explained the contract carriers have natural ceilings on 
their prices—the common-carrier rates which are controlled and the cost to the 
shipper of operating its own vehicles. This is borne out by the fact that the 
shippers who use the services of contract carriers and pay the bill, voluntarily 
appeared before OPS and urged decontrol. The National Industria! Traffic 
League which represents hundreds of shippers appeared in the aforementioned 
proceeding and urged decontrol because those using contract-carrier services did 
not feel that they needed the protection and because the rate regulation by OPS 
caused too much additional and unnecessary work. 

Our exhibit shows that contract motor carriers transport a very small percentage 
of the Nation’s freight. Freezing or controlling these rates had no appreciable 
effect upon the cost of living or the cost of doing business. However, the cost to 
the Government of regulating these chargesis very high. Transportation rates are 
a very complicated subject and their regulation requires the services of experts. 
We do not know what it cost OPS to regulate these rates, but we do know that it 
involved a good-size staff including 4 men whose salaries ranged from $8,000 to 
approximately $14,000 per year. It is our information that during the time 
OPS regulated contract-carrier rates it processed only about 700 applications. 
This at a cost of several hundred thousand dollars to the Government and a great 
deal more to the carriers and shippers involved. 

There can be no doubt that the contract motor carriers are an integral part 
of the Nation’s transportation system. Regulation of their maximum prices by an 
agency such as OPS tends to upset rates throughout the transportation industry 
and thus, partially at least, nullifies the purposes of the Interstate Commerce Act 
and the regulation of the Interstate Commerce Commission. In addition, such 
regulation is unnecessary and costly to industry and Government. We urge, there- 
fore, that if S. 753 is enacted into law that section 405 (a) (5) be amended so as to 
include both contract and common carriers. 

Section 405 (b) empowers the President to provide exemptions if he finds that: 
(1) Such exemption is necessary to promote the national defense; or (2) it is 
unnecessary that ceilings be applicable to such materials or services * * *”’, 
This provision of law is a very good one, but unless implemented by provisions 
which would permit those subject to regulation to apply for exemption and obtain 
a full and fair hearing before an impartial tribunal on such application, with the 
right to appeal to the Emergency Court of Appeals, it will be of little value. This 
is true because the President will of necessity have to turn ovet the administration 
of this law to some agency, and if past experience is any guide, the agency will not 
be looking for means of providing exemptions. I believe an experience which our 
industry had with OPS will illustrate this point. 

In the Defense Production Act of 1950, as amended in 1952, Congress included 
a provision for the orderly decontrol of industry. The contract carriers filed for 
decontrol, and finally after much delay, were given hearing. At first the agency 
did not want to make a record, and only did so after congressional urging. The 
hearing was presided over by persons whose jobs depended upon continuing 
regulation. These same persons originally decided the action to be taken. In 
spite of the fact that those being regulated and those who paid for the service 
urged decontrol, our petition was denied without the record showing one scintilla 
of evidence against decontrol. A petition for reconsideration was denied, and in 
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my opinion, it was only a change in administration that caused our industry to be 
decontrolled. Had we been afforded a fair hearing before an impartial tribunal, 
we would have been decontrolled shortly after the passage of the amendatory 
legislation. If section 405 (b) is to be administered fairly it must be done by 
persons whose jobs do not depend upon continuing regulation and provision must 
be made for a fair hearing and court appeal. 

5. 1081 does not provide for specific exemptions as does 8. 753, but does provide 
a general exemption in section 803 (b) which would permit the President to grant 
exemption if he finds that exemption “is necessary for national defense’”’ or impo- 
sition of ‘ceilings would be impracticable or unnecessary in order to effectuate the 
purpose * * *”’ ofthelaw. We believe that this provision must be implemented 
so as to permit persons to come before an impartial hearing on the merits of their 
exemption. If 5. 1081 is enacted into law, such hearing could be conducted and 
the National Advisory Council kept advised to the end that if the President sought 
its advice on the imposition of controls it could advise him intelligently. 

3v making this appearance we would like to have it understood that we are not 
supporting or oy posing standby legislation. That is a broad economic problem 
which must be determined by those whose experience is greater than ours. We 
simply urge that, if 5. 753 is enacted into law, is contract carriers be specifically 
exempt in section 405 (a) (5) and that section 405 (b) be implemented to the end 
that interested parties may apply for exemption and be accorded a full and fair 
hearing before an impartial tribunal; or if 8. 1081 is enacted into law, a proper 
procedure be established for establishing a right to exemption under section 
803 (b). 
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other data; 1947-48, based on ICC Statistics of Class I Motor Carriers, Statements Q-750 and Q-800, and 
method in Statement No, 490; and 1949-51, based on class I and samples of classes II and III reports. 
70 ‘ ™ . . 
Senator Bricker. The next witness will be Mr. Raymond R. 
Dickey, general counsel of the National Used Car Dealers Association. 
1 60 
STATEMENT OF RAYMOND R. DICKEY, GENERAL COUNSEL, 
50 NATIONAL USED CAR DEALERS ASSOCIATION 
Mr. Dicxry. We want to reiterate what the last witness said. We 
40 think it is a very good practice to have a hearing of this kind, and 
an atmosphere of nonemergency. 
We have the used-car industry, with some 25 members of our 
30 j 


association throughout the United States. We are opposed to both 
of these bills and principally S. 753, on credit controls. That is 
20 perhaps because once you are bitten by these things, you are twice shy. 

We found under the last credit-control situation that they were put 
in as a stopgap measure and long after there was any reason for them, 
when prices were dropping and inventories were piling up on used-car 
lots and in used-car garages, we were never able to get them off until 
° there were hearings pe nding before this very committee, at which time 
the Federal Reserve Board suspended the credit control regulation W. 

Senator Bricker. How much is consumer credit at the present time, 
is it about $28 billion or $29 billion? 

Mr. Dickey. I think that is approximately correct. 

Senator Bricker. What portion of that is under regulation W? 

Mr. Dicxry. I cannot answer that accurately. My guess is that 
the total would be somewhere around 25 percent of that. I may be 
mistaken on this. 

Senator MaysBank. I know that I was invited to come to the meet- 
ing down in Dallas. We started hearings on the matter right away. 

Mr. Dickey. That is right, and the first thing that was done was 
that they raised the terms and a year later they suspended it. 
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Senator Maysank. We had quite a row with the Federal Reserve 
at the time. 

Senator Bricker. The first regulation W in World War II, the 
Congress took off by resolution. 

Senator MaysBanKk. Yes, but this was in 1951, was it not? 

Mr. Dickey. I think it was in 1950. 

Senator MayBank. I mean when you had the meeting in Dallas. 

Mr. Dickey. I believe that was in 1951. 

Senator MayBank. Anyway, we acted right away. 

Mr. Diexry. You certainly did, sir, but we do not think it is 
desirable to have a necessity for the Congress acting in a situation of 
that kind. 

Senator Maypank. I wanted to make the record clear that we did 
not neglect our duty to get it working right away. 

Senator Bricker. All the used car industry was under Regula- 
tion W? 

Mr. Dickey. Yes, sir. 

We recognize under S. 753 these controls would not be granted to 
the Federal Reserve Board except upon direction of the President. 
While we have the utmost confidence in the present occupant of that 
office, we think it is a little bit too much power to give to any one man. 

Now there has never been any problem with the past administra- 
tion and I am sure there would not be in the present, in getting the 
credit controls if they were necessary. You passed them pretty 
quickly when they asked for them, and I think you would do it again. 

Senator Maysanx. It concerns the Federal Reserve bank’s inde- 
pendence. 

Mr. Dickey. There are ways of controlling the over-all volume of 
credit which may very well eliminate the necessity for individual 
credit controls. 

Senator Bricker. That is the indirect controls that Senator Douglas 
and I have talked about so much. 

Mr. Dickey. Now on the freeze idea under both bills, one of the 
things I heard discussed here, I believe it was yesterday, and where the 
committee obviously did not agree with the witnesses, and I doubt 
that they will agree with me, is that we feel that a freeze, the threat of 
a freeze on a standby basis hanging over the heads of the people may 
very well build in a high price structure, that a man might resist 
normal market movement. 

If he feels that a particular sale or a particular day’s sales are going 
to result in his being stuck with an inordinately low ceiling, then he 
may resist normal pressure to lower his prices. 

Now there is no way that we can think of to freeze prices in used 
automobiles except on an individual company-by-company basis. 
Although the bill says ‘‘the level prevailing,’ we must assume that 
means the level of each individual’s prices prevailing. 

Senator Brickgr. There is one member of the committee who 
agrees with you. 

Senator Gotpwarer. If the statement you made is correct, that 
this committee disagreed with the witness who made that same state- 
ment, [ would like to change the record, because I agree with him 
100 percent. 

Senator Ives. And may I add my agreement. 

Mr. Dickey. I was under the impression that the majority of the 
committee did not agree, but maybe I was wrong, Senator Goldwater. 
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I would like to say this, too: In the used-car industry, I think 
you said Senator Bennett, everybody is in favor of the price-c rower 
measure applying to things he buys and never to the things he sells. 

[ think we are in the same boat. 

It seems to me in the used-car industry you have a rather unique 
situation because obviously you cannot tell what the value of the 
used caris. ‘Two cars of the same make, model, year, and everything 
else may be entirely different in condition. 

Now the freeze technique used by OPA and OPS was to adopt 
various dealers’ books as representing the average value. Well, that 
is not fair either to the dealer or to the public. In many cases those 
values are high and in many cases they are low. They make no 
sense at all. ‘To be frozen with such a figure for a period of 90 days, 
as it occurs in S. 1081, or a maximum of 6 months as appears in S. 
753, will create a chaotic condition in the used-car industry to which 
many workers and women turn for their transportation back and 
forth to factories and homes, as well as recreation. 

For that reason we do not feel it is a feasible regulation from the 
standpoint of our industry. 

I realize I am no different from anybody else who has testified up 
here. Nobody feels it is feasible in his own industry. 

I would like to say while we recognize it is not the job of this com- 
mittee, we earnestly plead with you gentlemen to try to do something 
about getting rid of the present controls. We have been fighting 
with the OPS, now, rather vigorously over the past 6 months. We 
have said there is no reason for price controls on used cars, that it is 
costing hundreds of thousands of dollars in tagging and record keep- 
ing, and prices are substantially below the ceilings set by the used car 
so-called tailored price regulation, CPR 94. Yet they are still on and 
there is nothing we can do about it. 

Senator Bric KER. Is there a stagnation in the used-car market? 

Mr. Dickey. There has been in the past 2 weeks, and they have 
been moving a bit with the new models coming in. 

We perform an essential function of getting rid of old automobiles 
so that the new models have a place for sale. 

Senator Bricker. Thank you very much. 

Senator Bennett. As an ex used car dealer, I think Mr. Dickey 
might remind you that ev ery car is sold two or three times as a used 
car and it is only sold once as a new car, so you have a very important 
part of this function to perform. 

Mr. Dickey. That is right, and it is a difficult thing to fix values, 
as you know. 

Senator Bricker. With regard to Regulation W, I think it places 
too great a burden on our economy, on the little fellow who can- 
not get credit at the bank and does not have money in the bank 
with which to buy an automobile, and perhaps cannot meet the 
requirements. 

Mr. Dickey. In the case of the used car industry it forces him into 
an uneconomical car, frankly. 

Senator Bennett. Here is a man who comes down to buy a car 
that will sell for $1,000 and regulation W forces so high a down 
payment and so high monthly payments that he buys a $600 car that 
wears out more quickly and one that he does not want. 
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Senator Bricker. The kind of car he may need to get to his plant. 

Senator Bennett. And he will probably have to replace that within 
a few months or a year or so and do the same thing over again. 

Mr. Dickey. In private transportation, in the individual motor 
car, the motor car pools, in such large industrial places as Cleveland, 
Columbus, Detroit—you look at the lots near the factory and see 
how many cars there are there, and you will see how important they 
are from the standpoint of getting people to work. 

Senator Payne. Mr. Dickey, you make the observation that today 
you have a tremendous backlog of used cars on the lots, not moving. 

Mr. Dickey. Yes, sir. 

Senator Payne. You also at the present time are getting a fairly 
good supply of new cars that are coming out from the factories. That 
is correct, is it not? 

Mr. Dickny. Yes, sir. 

Senator Payne. I personally hope that any controls on the used-car 
market at the present time will be taken off as quickly as possible— 
I happen to know not too much, but a little bit about the auto industry. 

Now we come down toasituation. We are getting into what we can 
call a free economy of supply and demand w hich is going to take place 
more rapidly. However, we get into a situation like we had at the 
outbreak of World War II. Let us assume we did get into another one, 
at which time the needs of the Goverment in the form of steel and cop- 
per and of other commodities are essential and necessary for the na- 
tional defense. Then automatically as the cutoff comes on the pro- 
duction of new cars, you then automatically get a greater demand upon 
the used-car market, and the used-car price—it did during that period 
of time—pyramids pretty substantially, is that not right? 

Mr. Dickey. Yes, sir. 

Senator Payne. So all we are talking about in S. 1081 is a free 
economy. We are getting into a free economy. 

Do you think the philosophy of the people and of those in business 
would be that even though you had S. 1081, the freeze available, that 
that is going to have too much effect upon the minds of business gen- 
erally to hold prices up if we are getting into a regular situation of sup- 
ply and demand in this country? 

Mr. Dickey. Well, Senator, I personally believe that it would and 
even if it was a very small tendency, it is an important thing in the ag- 
gregate of the total price structure in this country. 

As you know, I believe, Senator, Mr. Arthur Waterman, of Portland, 
is on our board of directors and steering committee. I have discussed 
this with Mr. Waterman. 

As we say in our statement we do not believe price controls should be 
put on used cars short of all-out war. Now in the event of an all-out 
war I would be the first one to say there should be controls put on them 
because of the blocking off of the source of new automobiles, certainly. 

Senator Payne. Of course, we did not have an all-out war, so-called, 
or at least it was not termed that when the Korean situation broke, 
We did have a tremendous demand upon the output of steel and other 
commodities essential to the national defense which in turn resulted 
in a cutoff of furnishing new cars and a stepped-up demand on the used- 
car market. 

Mr. Dickey. It resulted in cutbacks. It used to result in cutbacks. 
The used-car level did not rise very significantly. It went up and then 
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came right back down again. It went up because of scare buying and 
| think it would again. I would agree with that, sir. 

Senator Bennett. I would like to make the observation, Mr. 
Chairman, that as long as new cars are being produced, the list of 
prices set by the factories operate as a pretty good controller upon the 
prices that can be charged for used cars. 

Mr. Dickey. Our members are so-called nonfranchised automobile 
dealers. They are not new automobile dealers who have used-car 
departments. Their business is strictly and solely in the used-car 
industry. 

Senator Bricker. Are there any further questions? 

Senator Ropertson. Mr. Chairman, I would like to comment on 
just one phase of the testimony where this organization objects to any 
authority to freeze prices because they say they could not put a price 
on a $3,000 car that had been driven 5,000 miles, and so forth. I 
believe they have some blue book that gives an average value on used 
cars. I believe all automobile dealers use that. If there should be a 
grave emergency short of all-out war, Congress would certainly act 
as quickly as it could in getting some legislation appropriate to the 
conditions that may then exist. I do not think we can sit down and 
write a bill now that will be good 2 years from now. We cannot antici- 
pate what it will be. 

I know what a struggle the used-car dealers had. I did all I could 
to help them and we finally got them freed. The dealers lost a good 
deal of money during that iterim period, | know that. However, I do 
not think the majority of this committee wants a freeze bill that will 
work a hardship on any dealer. The freeze period would be very lim- 
ited, I am sure, and there would also be some standard of value. 

As the Senator just stated there would be a fixed value on new cars 
that very largely covers the price of old cars. Then, if a man had to 
make a quick trade he could use the book. If he could wait 30 days or 
60 days if the value in the book did not do justice to his particular 
car, that would be all right. 

That is the only comment I have. 

Senator Gotpwater. Mr. Dickey, in relation to S. 1081, which is 
the freeze proposal, you say, ‘‘We see no reason for price controls short 
of an all-out war.” 

The sense expressed in this proposed legislation says, ‘‘should be 
invoked only if an emergency arises sufficiently serious to threaten 
the economic well-being or the security of the United States.’ 

If you are agreeable to any kind of freeze legislation, do you feel 
that this situation should be spelled out a little more specifically? 

Mr. Dickey. Very definitely, sir, because we feel it is leaving up 
to one man the declaration of when this legislation is to take effect. 

As I said before, we have the utmost admiration for that man, 
but I do not think the Congress should delegate its authority to 
handle that. We make the suggestion here, on 8. 753, that you hold 
hearings and have a bill which is perfected and put it on the shelf 
and you can pull it out and act pretty quickly—I thmk the same 
thing would hold true of 8. 1081—perhaps even pass it and say that 
it will go into effect upon concurrent resolution of the Congress. 
That is something that might be given some thought. 

Senator Gotpwater. You feel then, I take it, that this control 
should never pass out of the hands of Congress? 
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Mr. Dickey. That is our feeling at the present time, sir. 

Senator Payne. I will make this observation, that I personally do 
not like controls any better than anybody else does and as far as the 
used-car industry is concerned, knowing some of the problems, I 
would hope if we ever got into a situation where we have to write a 
regulation on used cars that certainly it be a little more realistic and 
take into:account some of the problems that confront the industry 
when it is written. 

Mr. Dickey. Thank you. 

Senator Bricker. If there are no further questions, I thank you 
very much, and your statement will be made a part of the record, 
in full. 


(The statement of Mr. Dickey follows: ) 


STATEMENT OF Raymonp R. Dickey, GENERAL CouUNSEL, NATIONAL UsEp Car 
DEALERS ASSOCIATION 


Mr. Chairman and members of the committee, the National Used Car Dealers 
Association is composed of over twenty-five hundred independent used-car dealers 
located throughout the United States. It is to our segment of the automobile 
distributive industry that hundreds of thousands of Americans turn for depend- 
able low- and medium-priced automobiles. We are an integral part of the chain 
of automobile distribution and handle many millions of dollars in sales every year. 

We are testifying here today in opposition to the bills S. 753 and S. 1081, the 
former introduced by the distinguished chairman of the committee, Senator 
Homer Capehart, of Indiana, and the latter by him and 11 other members of this 
committee. 

Before giving our reasons why we do not feel the measures are feasible from the 
standpoint of the used-car industry, may we pay tribute to your chairman for his 
forthright and fearless approach to this whole problem of legislation on price, 
credit, and wage controls. He indicated in his statement made on the floor of the 
Senate when he introduced 8. 753 on February 2, 1953, that the purpose of intro- 
duction of the bill was to enable the Senate Banking and Currency Committee to 
“hold hearings and accept testimony from all classes of our people covering all 
viewpoints of this complex and controversial subject * * *.” 

The chairman also said, ‘It [the bill] certainly is not perfect and some will 
disagree with some of its features, but the best way to bring out the bad as well as 
the good in any proposed legislation is an open discussion in open hearings and 
that is what your Senate Banking and Currency Committee will make every effort 
todo * * *” 

We feel that this is one of the finest statements on the American legislative proc- 
ess that we have everseen. We agree 100 percent with the Senator that only by 
hearing all segments of industry, government, and labor can any proper deter- 
mination be made with regard to any legislation so vitally affecting the public 
interest and private property rights. As representatives of an organization of 
small-business men, which the members of NUCDA are in every case, we are 
impressed with this statesmanlike approach to the problem of ‘‘controls legis- 
lation’”’ as set forth by the chairman. 

Keeping in mind the statement made by your chairman, we see no need at this 
time for any such legislation to be placed on the statute books. We would like 
to respectfully suggest that instead of enacing legislation and putting it on a 
“standby”’ basis, this committee amend the bills before it, taking into account the 
testimony given at these hearings. We fell that such a perfected bill should then 
be shelved in the committee and later, if conditions warrant, the committee may 
then bring out a bill onto the floor for immediate consideration. 

Experience has taught us that where authority exists to exercise power, reasons 
are usually found why that power must be exercised. For this reason, we must 
respectfully disagree with the need for any such standby legislation. 

In addition to this view, we should also like to point out some specific points 
in the language of 8. 753 which we would like to question. 

Perhaps the most undesirable individual feature of 8. 753 from our standpoint 
is title IV which authorizes the Board of Governors of the Federal Reserve 
System to exercise consumer-credit controls upon direction from the President 
to do so. We feel that it is very dangerous to leave up to one man the decision 
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as to whether consumer credit controls should be imposed, even though that man 
be the President of the United States and even though we have the utmost confi- 
dence in the judgment and wisdom of the present occupant of that office. Credit 
and its effects on inflation and the economy in general is perhaps one of the most 
studied and least understood questions of all economic controls. This is particu- 
larly true of selective consumer credit controls. It is axiomatic that overexpan- 
sion of credit naturally creates inflation, but there are ways of controlling credit— 
that is, total volume of credit—without attacking it on a piecemeal, discriminatory 
basis. We feel these overall methods of controlling credit should be utilized if 
it is desirable to curb total credit rather than the selective consumer credit control 
approach. 

We recognize that there are some who will say that both approaches are neces- 

sary in a period of rampant inflation. Without agreeing with this school of 
thought, let us assume for the purposes of this testimony that it is correct. The 
Congress of the United States wiil be quick to recognize when any period of 
rampant inflation is about to hit us or does hit us, and we feel that there will be 
no difficulty whatsoever on the part of the administration in getting the Congress 
to grant it those powers where they are obviously necessary. And it will not be 
a matter of weeks before such legislation can be enacted but, indeed, will be only 
a matter of days; and we feel certain that there is not a member of this committee 
who in his heart would disagree with the statement that Congress will always act 
to protect the best interests of the American people and will do it quickly and 
speedily where shown necessary. 

Frankly, Mr. Chairman and gentlemen of the committee, what we are afraid 
of is the possibility that consumer-credit controls may be invoked as a stopgap 
measure, as they were previously, and then not removed until months after any 
real need for them and until their existence has caused a deflationary trend which 
is difficult to reverse. So we would ask that as far as standby controls on con- 
sumer credit are concerned, they be eliminated from the authority contained in 
these bills. The administration can get the power practically immediately if it 
needs it, and we are fearful that, having the power, someone may persuade the 
executive branch of the Government to act when there is no real necessity of 
acting to invoke consumer credit control. 

We have seen this happen before. We saw regulation W kept on used auto- 
mobiles for months and months after there was any real need for it. Car prices 
dropped, inventories were piling up, and still there was no removal of the controls 
until—if memory serves us correctly—there were hearings before this committee 
on legislation which would have removed the authority, at which time the Federal 
Reserve Board acted to suspend the controls. As far as we are concerned on 
credit controls, it is a very apt cliché to say “Once bitten, twice shy.” 

On the question of standby price controls, we do not think that it would be 
feasible to have a price freeze as contemplated by this legislation. 

First, we would like to make a general comment on the “freeze’”’ technique. 
We think that the threat of a “freeze’’ order may build into the economy a 
high price structure. If a person feels that a particular day’s sales may become 
the basis for fixing a ceiling price on subsequent sales, then he will probably tend 
to resist normal market movement and keep prices artificially high. This is true 
in every industry, not just the used-car business. 

Now, as far as the used-car industry is concerned, one of the questions in our 
minds is how a price freeze would work. Let us take an example. Here is a man 
with a 1952 model automobile—we will call it “automobile X’’—which sold new 
for, we will say, $3,000. It has been driven 5,000 miles and has been kept in very 
good condition by the owner, who was the original purchaser of the car. How do 
you fix, in a freeze, the price at which he may sell that automobile? We do not 
believe you can use, as OPS has attempted to use in its so-called tailored regulation 
on used automobile price ceilings, a fixed figure for what that automobile is worth. 
It is common knowledge in our industry that any two given automobiles, identical 
except as to condition, frequently vary as much as 100 percent in true market 
value and in the amount of unused transportation represented. So to take some 
arbitrary value on this automobile that we speak of in the example above and say 
that that is the price to which you are frozen is obviously unfair because it is 
difficult to set such a value. You cannot set the value at the price which the 
very best automobile of that particular make, style, etc., would bring because 
that would mean that cars of the same make, year, and style but in worse condition 
would be unfairly priced. You cannot set it at the lowest figure because that 
would be unfair to the owner who had taken care of his automobile. And to set 
it at a mean or medium figure would be to reward some and penalize others without 
any regard to true values. 
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We think you see what is bothering us, entirely apart from the question of 
whether it is feasible at all to try to control used car prices by Government regula- 
tion. Section 403 (a) (2) of 5. 753 in the second sentence states: 

“Whenever any action is taken with respect to any particular material, service, 
or type of employment or with respect to materials, services, or types of employ- 
ment generally, ceiling prices shall be fixed and the wages, salaries, and other 
compensation shall be stabilized at the level prevailing as of the close of business 
on the business day next preceding the day on which the action is taken. As 
soon thereafter as practicable (within a period of 90 days after the taking of such 
action, if possible, and within a period of 6 months after the taking of such action 
in any event) the President shall adjust such ceiling prices and such wages, 
salaries, and other compensation in the manner provided in subsection (c) of this 
section. * * *” 

Subsection (c) then provides for the adoption of so-called tailored regulations. 

5. 1081 provides, in substantially similar language to that contained in section 
403 (a) (2) of S. 753, for a 90-day freeze on prices. The theory on this is that 
during this 90-day period the Congress may hold hearings and enact basic price, 
wage, and rent control legislation. 

Now, what bothers us is that we do not know how you can compute equitably 
the price “level prevailing as of the close of business on the business day next 
preceding the day on which the action is taken’’ with all the variations that there 
are in used-car quality and with all the variations of transportation costs, etc. 
For the reasons advanced in the discussion of the imaginary “automobile X,” 
we do not think it would be fair to use the various dealers’ bluebooks and redbooks 
and greenbooks which purport to be compilations of market prices. This was the 
technique used by both OPA and OPS in their original freeze orders, and it did 
not prive to be satisfactory. 

In other words, Mr. Chairman and gentlemen of the committee, we just feel 
that to try to adopt a freeze order to the conditions of the used-car industry will 
bring chaos and will result in discriminatory enforcement and perhaps seriously 
endanger the availability of vital medium- and low-cost automobiles to the work- 
ing men and women of this country who produce its goods. 

One thing more we would like to say, and that is that as far as our industry is 
concerned, we see no reason for price controls short of an all-out war. Price 
controls on used automobiles cost the dealers in the aggregate hundreds of thou- 
sands if not millions of dollars in record-keeping requirements, tagging require- 
ments, and legal accounting and auditing assistance far beyond that normally 
needed in our business. 

It may surprise you to know that although used automobiles today are selling 
far below ceiling prices, we have been unable to get the OPS to lift price controls 
on used automobiles. It seems to be a human tendency not to want to relinquish 
power, regardless of the necessity for it. Although we realize that it is not the 
purpose of these hearings to go into this question, we plead with you gentlemen 
of this committee to get the present ceiling price regulation on used automobiles 
lifted since it is serving no purpose except to cost the used-car dealers of the Nation 
a great deal of money in tagging and record-keeping requirements and the tax- 
payers of the country a great deal of money in maintaining OPS staff. 

Thank you for your consideration. 


Senator Bricker. The next witness is William S. McNary, Ameri- 
can Hospital Association. 


STATEMENT OF WILLIAM S. McNARY, CHAIRMAN, COUNCIL ON 
GOVERNMENT RELATIONS, AMERICAN HOSPITAL ASSOCIATION 


Mr. McNary. Mr. Chairman, and members of the committee, for 
the record, my name is William S. McNary. I am the executive 
vice president of the Michigan Hospital Service which is the approved 
Blue Cross plan for the State of Michigan. I think you know that 
the Blue Cross is an integral part of the hospital field, that it was 
sponsored originally and still is by the American Hospital Association. 

Senator Bricker. You have the same place in Michigan that 
Ralph F. Jordan has in Ohio? 

Mr. McNary. I do, and that Mr. Rawlings, in the room here, has 
in Group Hospitalization in Washington, D, C, 
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Senator Bricker. Do you speak for all of them? 

Mr. McNary. I speak for the American Hospital Association this 
morning, Senator. The membership of the American Hospital 
Association includes more than 5,000 of the Nation’s six thousand-odd 
hospitals, as well as nearly 4,000 personal members, 87 Blue Cross 
plans, and nearly 800 women’s auxiliary organizations with nearly 
half a million volunteer women working for their community hospitals. 

Specifically, we support section 405 (b) of S. 753, which reads as 
follows: 

The President, in or by any regulation or order, may provide exemptions for 
any materials or services, or transactions therein, or types of employment, with 
respect to which he finds that (1) such exemption is necessary to promote the 
national defense; or (2) it is unnecessary that ceiling be applicable to such materials 
or services, or transactions therein, or that compensation for such types of employ- 
ment be stabilized, in order to effectuate the purposes of this title. 

Under a similar section of the Defense Production Act of 1950, 
the Nation’s hospitals were generally exempted from wage controls 
and price controls. And, while hospitals were not given specific 
exemption from the provisions of the controlled materials plan there 
was a ready recognition in Federal agencies controlling scarce mate- 
rials which helped hospitals obtain necessary equipment and permitted 
a reasonable amount of new hospital construction to keep pace with 
the increased demands of our population for hospital care. This 
increased demand is due to population increase as well as increased 
use of hospital services and other factors. 

The exemption of hospitals from wage controls and price controls 
is well justified by the unique nature of hospitals. The hospital 
field is largely noncommercial. More than 90 percent of the hospital 
beds of the Nation are in institutions owned and operated by churches, 
nonprofit community organizations or units of municips al, State or 
Federal Government. 

The tradition of hospitals is generally charitable. Every effort is 
made to provide the highest quality of care at the lowest possible price. 
Hospitals have never been noted for excessively high wages. Yet, more 
than half the cost of hospital care comes from personal services to 
patients. 

I heard the witness talking about that awhile ago and realized that 
that is true in many industries. One of our largest hospitals in 
Michigan, the head of it, told me just the other day that 80 percent of 
their cost comes in the form of wages to personnel. 

The responsible community leaders who control community 
hospitals are keenly aware that excessive maintenance costs are 
immediately reflected in higher costs of illness. As a result, a sub- 
stantial portion of hospital employment is in a marginal group with a 
minimum marginal wage. Considerable fle xability must be per- 
mitted in wages to meet unusual situations in different localities. In 
other words, the tendency of most hospitals is to pay only what is 
absolutely necessary to provide adequate service so as to keep down 
the cost to the patient. 

Now, in an emergency situation, wages in commercial industries 
tend to rise. Immediately, commercial employment becomes more 
attractive. And, since the average hospital operates very close to the 
narrow margin of employee compensation, the hospital must be able to 
act quickly to meet outside competition if it is not to lose all of its 
help in a hurry. 








154 STANDBY ECONOMIC CONTROLS 


To permit this flexibility, an exemption from wage controls is 
necessary if hospitals are to continue their services to our people. 

Exemption of hospitals from price controls is essential for the same 
reason. Hospitals very seldom make any profit or build up substan- 
tial reserves. Asa rule, hospital care is rendered to the public for just 
about what it costs. Indeed, the charitable contributions and en- 
dowments to hospitals are for the purpose of permitting hospitals to 
render care in cases of need at less than cost, and often free. How- 
ever, in this hand-to-mouth sort of operation where the emphasis is 
on service rather than financial gain, it is obvious that the institution 
must be able to raise its rates quickly to reflect increases in operating 
costs. Again, the alternative is for the hospital to decrease its quality 
or amount of service to the community and hospital people cannot, in 
good conscience, recommend this alternative. 

Now, I have told you why why exemptions from wage and price 
controls are necessary because of the peculiar financial character of 
hospitals. Two questions remain. First, are hospitals essential to 
our economy so as to justify such exemptions? Second, has there been 
any tendency on the part of hospitals to abuse these exemptions? 

I think you will all agree that hospitals are essential to our national 
health. They are also vitdlly necessary for national defense. The 
health of workers must be maintained if production is not to fall off. 
With physicians, nurses and other technical personnel being with- 
drawn from the civilian population to meet the needs of the Armed 
Forces, those physicians remaining will need to work more efficiently 
with the aid of the hospitals and the trained personnel available in 
them. 

Hospitals have a key position in civil defense. If our Nation suffers 
an enemy attack, the most important institution in or near any dam- 
aged area will be the hospital. ‘To weaken the hospital system is to 
weaken our Nation’s health defenses. 

Hospitals are essential to educate all doctors, nurses, and health 
technicians. All of these receive at least part of their training in 
hospitals. From the pool of hospital-trained people the Armed 
Forces have been able to draw necessary technicians and professional 
personnel to meet their needs. Hospitals must be able to keep on 
training health personnel for both Armed Forces and civilian popula- 
tion. 

The essentiality of hospitals has been recognized by all Government 
agencies having anything to do with economic controls. Exemption 
of hospitals from w age controls and from price controls were among 
the earliest orders of the W age Stabilization Board and Office of Price 
Stabilization. 

I am proud to be able to say to you that in all of the history of 
economic controls we do not recall a single case of abuse of these 
privileges by hospitals. Again, I point out that the basic aim of 
hospitals is service—not profit. 

I am sure, Mr. Chairman, that all these things I have said to you 
this morning about hospitals have been recognized by members of 
your committee, by Members of the Congress, and by responsible 
officials in agencies administering the law. We in the ‘hospital field 
keenly appreciate the understanding of the hospital function that has 
been demonstrated. We assure you that it is the aim of hospitals 
everywhere in this country to serve the people of our communities in 
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the very best possible manner. We make our recommendations be- 
cause we believe this provision of the law is essential to continuation 
of necessary hospital services. 

I want to add one word about the controlled materials plan. It has 
been our observation that the allocation of searce materials has been 
accomplished in orderly fashion so far as hospitals have been con- 
cerned. Ido not mean by this that every hospital was always able to 
obtain all the materials it needed without delay. Hospitals have suf- 
fered delays and in many cases hospitals under construction have had 
to alter their plans to utilize substitute materials or to modify con- 
struction and construction schedules according to the amount of 
materials available. But the criteria by which these curtailments 
have been made have seemed sensible to us and we have seldom had 
the feeling that the hardships imposed on hospitals were more than 
we should reasonably undertake under existing conditions. We are 
satisfied that the agencies controlling the allocation of scarce materials 
have done the best they can with what they had and that they recog- 
nized whenever possible that the building of community hospitals 
may often be as essential to the strength of our nation as other uses 
of these materials. 

Finally, at the request of some of our members, which are proprie- 
tary institutions and thorefore not exempt from income taxes, I would 
like to call your attention to section 124 (a) of the Internal Revenue 
Code. ‘This section permits the Defense Production Administration 
to certify certain capital expenditures as essential to our national- 
defense effort. Expenditures so certified may be amortized over a 
period of 5 years instead of the usual 20-year amortization ordinarily 
permitted under the Internal Revenue Code. 

The purpose of this section, of course, is to encourage construction of 
facilities essential to the Nation’s defense. 

The Defense Production Administration has restricted its certifica- 
tion to facilities that actually produce goods and materials essential 
to defense. They have not certified capital expenditures for service 
industries. 

We would like to point out that a hospital may be as essential to the 
defense effort as a factory. We believe that the policy of the Defense 
Production Administration in declining to certify capital expenditures 
for hospital construction is a discrimination against hospitals. It is 
unwise. We believe it is contrary to congressional intent. 

Senator Bricker. There are only about 10 percent of the hospitals 
in the country that would fall into that category? 

Mr. McNary. It is less than 10 percent, Senator, and less than 10 
percent of the hospital days, also. 

If that question is before your committee in this present hearing, 
we earnestly urge on behalf of proprietary hospitals that you amend 
that section so as to eliminate this unjust and unwise discrimination 
against hospitals. 

In that connection, I think there have been a few instances where 
an adverse ruling has been made by the DPA. One of these institu- 
tions is the Hillcrest Hospital in Los Angeles. Its administrator, 
Mr. Shecter, one of our members, has sent us a statement of his 
position in this matter which has just arrived, and with your per- 
mission after a small amount of editing, we would like to put it in 
this record at this point. 








156 STANDBY ECONOMIC CONTROLS 


Senator Bricker. Without objection it will be included in the 
record at the end of your statement. 

Senator Maysank. The DPA does not discriminate today, does it? 

Mr. McNary. Yes. 

Senator MaypBank. In what way? 

Mr. McNary. Well, in the case of the proprietary hospitals, of 
which it is pointed out there is a very small number, but a very 
essential number in certain areas, they are not permitted to charge 
off construction costs as a defense factory would be permitted to 
charge off construction. That is where the hospital is a proprietary 
institution and pays taxes. 

Senator Maysank. I thought there might be discrimination in 
certain rare metals which you would use and the Army would use. 
The veterans’ hospitals are up against it because of certain materials. 
That is, not today, but they have been in the past. 

Senator Bricker. Mr. McNary has testified they have been fair 
with regard to that. It is only the accelerated amortization. 

Mr. McNary. I would now like to speak briefly on behalf of the 
Blue Cross plan. As I said, I’m executive vice president of the Mich- 
igan Blue Cross plan. I am a member of the government relations 
eommittee of the Blue Cross Commission, the coordinating agency 
for the 82 ro Cross plans of the United States, and the 5 ‘plans 
located in Canada. Mr. E. A. van Steenwyk, of the Philadelphia 
Blue Cross plan, is chairman of that committee. I have also served 
as chairman of the Blue Cross Commission, a position now held by 
Mr. James E. Stuart, of the Cincinnati Blue Cross plan. 

The Blue Cross plans are the agencies of our Nation’s hospitals for 
prepayment of the cost of hospital care. You are probably all familiar 
with the Blue Cross method of ope ration. Blue Cross subscribers 
make periodic payments to the Blue Cross plan, usually monthly. 
They receive contracts which are, in most cases, the direct obligation 
of the participating hospitals, under which the subscribers and their 
families are entitled to receive hospital service from the paticipating 
hospitals. The funds paid by the subscribers are held by the Blue 
Cross plan and are paid participating hospitals for service furnished 
to the subscribers and their families. The plans are locally organized 
and controlled, with governing boards representative of hospital 
administration, the medical profession and the public generally. The 
plans are sponsored by the American Hospital Association and must 
meet standards of public responsibility, for all benefits and nonprofit 
operation established by the American Hospital Association. 

Founded only a comparatively few years ago, the Blue Cross plans 
have had astounding growth. By 1940 the membership was approxi- 
mately 4,500,000; by 1945 it was 16,500,000. Currently, more than 
40,000,000 Americans have Blue Cross coverage. The growth of 
these plans is a most heartening demonstration of the ability of our 
people to meet a major social need—provision for the mounting cost 
of hospital care—on a self-reliant, self-respecting American basis, 
without Government intervention or control. 

The Blue Cross plans have spearheaded the whole voluntary 
health-insurance movement which has removed the threat of catas- 
trophic hospital and medical bills for serious illness or accident from a 
large segment of the American people. The Blue Cross plans hope 
that with continued growth, they can largely solve the financial 


proble 
few ex 
of our 
Wh 
benefi 
with t 
to you 
In 
comm 
has b 
405 (t 
contir 
We 
the bi 
Iw 
and t 
scient 
Th 
Ser 
move 
price 
Mi 
existe 
perso 
furth 
Cross 
feel v 
chars 
join 
cifica 
insur 
Se 
with 
Ar 
Se 
am a 
third 
in ye 
have 
He 
do y 
econ 
sugg 
did 1 
an a 
poin 
M 
absc 
best 
can 
ope! 
Se 
my 


doll: 


in the 


oes it? 


als, of 
a very 
charge 
ted to 
rletary 


ion in 
ld use. 
terials, 


fair 


of the 
Mich- 
ations 
wency 
plans 
elphia 
served 


eld by 





als for 
miliar 
ribers 
nthly. 
ration 
| their 
pating 

Blue 
nished 
unized 
spital 

The 
must 
profit 


plans 
proxi- 
‘ than 
‘th of 
of our 
r cost 
basis, 


intary 
catas- 
rom a 

hope 
ancial 


Ne 


STANDBY ECONOMIC CONTROLS 157 


problems of hospital care for all of the people of our country with the 
few exceptions where Government care has become an accepted part 
of our tradition. 

Whatever benefits the hospitals benefits Blue Cross, and whatever 
benefits Blue Cross benefits the hospitals. The Blue Cross plan joins 
with the American Hospital Association in making this presentation 
to your committee. 

In summary, the American Hospital Association points out to your 
committee that the exemption of hospitals from economic controls 
has been necessary and well justified. We therefore support section 
405 (b) of S. 753, which is before you. We trust that this section will 
continue in any reenactment of authority for economic controls. 

We wish to make it clear that we are not appearing in support of 
the bill itself. 

I wish to thank you for the opportunity of appearing before you 
and to assure you that the hospitals of the Nation are trying con- 
scientiously to do their part in keeping America strong. 

Thank you very much. 

Senator Bricker. It is your position then that the Blue Cross 
movement along with the hospitals ought to be exempted from any 
price controls? 

Mr. McNary. It has been our position that this exemption has 
existed under the section granting exemptions to rates charged by 
persons in business, in the business of underwriting insurance and, 
furthermore, since hospital prices are not controlled and since Blue 
Cross plans are simply acting as the agent to sell hospital services, we 
feel we were also covered by the administrative exemption of hospital 
charges. However, we think it might be wise for our legal counsel to 
join with counsel for the committee in developing words which spe- 
cifically include an exemption for the voluntary plans as well as for 
insurance rates that are presently exempted by the bill. 

Senator Bricker. I am very happy to recommend that to the staff, 
without objection, and counsel will take note thereof. 

Are there any further questions? 

Senator GoLtpwater. I would like to explain, to start with, that I 
am a director of two hospitals in my town and my wife is director of a 
third, so I sympathize thoroughly with your problems and I concur 
in your request for the continuance of these exemptions if we have to 
have controls. 

However, as a practical matter and purely as an academic question, 
do you feel that if we write controls we can exempt any portion of our 
economy from control and still retain control over inflation? I might 
suggest there that you consider the fact that these controls we had 
did not work, and that was probably the cause of it. That is purely 
an academic question. I do not want you to answer it from a stand- 
point of being a hospitalman. 

Mr. McNary. My own personal reaction is, Senator, that if 
absolutely everything could be controlled it would be probably the 
best way. I do not think that the nonprofit operations, however, 
can be considered in quite the same light as the ordinary commercial 
operation. 

Senator GotpwarTer. I agree with you, but I might point out in 
my particular locality, which is Arizona, 5.3 cents out of the consumer 
dollar went to medical care. 
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If all of the factors of our economy had been controlled, the hos- 
pitals in my area would not find themselves in the position they are 
in today where they are experiencing difficulties making ends meet. 
In other words, eertain prices were regulated. We were talking about 
the cost of shipping. We find a great difference in the cost from the 
time it was contracted for and the time when it was erected. 

Mr. McNary. Hospital employment is a marginal employment at 
best, and marginal employees become very difficult to get in such a 
time, and hospitals simply have to be kept running somehow. 

Senator GoLpwaTerR. Let me ask just one more question: Are you 
acquainted with S. 1081, the freeze? 

Mr. McNary. In a general way I am, yes. That is the short bill 
and not the big fat one. 

Senator GoLpwatErR. You stated that you were not here appearing 
here for the entire bill, S. 753? 

Mr. McNary. We appear for the section I referred to, if the bill 
was passed. 

Senator Gotpwater. Do you feel in your heart that controls of 
any kind, standby controls such as S. 753, or emergency controls such 
as S. 1081 are needed? 

Mr. McNary. I do not think that I am competent to answer that 
question. 

Senator Bricker. You stated 5.3 percent of the consumer dollar is 
spent for hospitalization in your State. That is not the general 
average, is it? 

Mr. McNary. I believe it is close to that. I think it is slightly 
under 5 percent. 

Senator GotpwaTerR. I was going to attribute it to our healthy 
climate before you said it was under 5 percent. 

Mr. McNary. A lot of people go there who are not healthy. 

Senator Bricker. Thank you very much, Mr. McNary. 

(The prepared statement of Mr. McNary follows:) 


STATEMENT OF WiLu1AM S. McNary, CHAIRMAN, CoUNCIL ON GOVERNMENT 
RELATIONS, AMERICAN Hosprtrau AssocraTION 


Mr. Chairman, and members of the committee, for the record, my name is 
William 8. McNary. I am executive vice president of the Michigan Hospital 
Service which is the approved Blue Cross plan for the State of Michigan. am 
sure you are aware that the Blue Cross movement is an integral and important 
part of the hospital field. Blue Cross was sponsored by the American Hospital 
Association and is actively supported by the Nation’s hospitals. 

I speak to you this morning on behalf of the American Hospital Association, 
as chairman of its council on Government Relations. The membership of the 
American Hospital Association includes more than 5,000 of the Nation’s six- 
thousand-odd hospitals, as well as nearly 4,000 personal members, 87 Blue Cross 
plans, and nearly 800 women’s auxiliary organizations with nearly half a million 
volunteer women working for their community hospitals, 

Specifically, we support section 405 (b) of 8. 753, which reads as follows: 

“The President, in or by any regulation or order, may provide exemptions for 
any materials or services, or transactions therein, or types of employment, with 
respect to which he finds that (1) such exemption is necessary to promote the 
national defense; or (2) it is unnecessary that ceilings be applicable to such ma- 
terials or services, or transactions therein, or that compensation for such types 
of employment be stabilized, in order to effectuate the purposes of this title.” 

Under a similar section of the Defense Production Act of 1950, the Nation’s 
hospitals were generally exempted from wage controls and price controls. And, 
while hospitals were not given specific exemption from the provisions of the con- 
trolled materials plan, there was a ready recognition in Federal agencies controlling 
scarce materials which helped hospitals obtain necessary equipment and (per- 
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mitted a reasonable amount of new hospital construction to keep pace with the 
increased demands of our population for hospital care. This increased demand 
is due to population increase as well as increased use of hospital services and other 
factors. 

The exemption of hospitals from wage controls and price controls is well justi- 
fied by the unique nature of hospitals. The hospital field is largely noncom- 
mercial. More than 90 percent of the hospital beds of the Nation are in institu- 
tions owned and operated by churches, nonprofit community organizations, or 
units of municipal, state, or Federal Government. 

The tradition of hospitals is generally charitable. Every effort is made to 
provide the highest quality of care at the lowest possible price. Hospitals have 
never been noted for excessively high wages. Yet, more than half the cost of 
hospital care comes from personal services to patients. The responsible com- 
munity leaders who control community hospitals are keenly aware that excessive 
maintenance costs are immediately reflected in higher costs of illness. As a re- 
sult, a substantial portion of hospital employment is in a marginal group with a 
minimum marginal wage. Considerable flexibility must be permitted in wages 
to meet unusual situations in different localities. In other words, the tendency 
of most hospitals is to pay only what is absolutely necessary to provide adequate 
service so as to keep down the cost to the patient. 

Now, in an emergency situation, wages in commercial industries tend to rise. 
Immediately, commercial employment becomes more attractive. And, since the 
average hospital operates very ‘close to the narrow margin of employee compen- 
sation, the hospital must be able to act quickly to meet outside competition if 
it is not to lose all of its help in a hurry. 

To permit this flexibility, an exemption from wage controls is necessary if 
hospitals are to continue their services to our people. 

Kxemption of hospitals from price controls is essential for the same reason. 
Hospitals very seldom make any profit or build up substantial reserves. As a 
rule, hospital care is rendered to the public for just about what it costs. Indeed, 
the charitable contributions and endowments to hospitals are for the purpose of 
permitting hospitals to render care in cases of need at less than cost, and often 
free. However, in this hand-to-mouth sort of operation where the emphasis is 
on service rather than financial gain, it is obvious that the institution must be 
able to raise its rates quickly to reflect increases in operating costs. Again, the 
alternative is for the hospital to decrease its quality or amount of service to the 
community and hospital people cannot, in good conscience, recommend this 
alternative. 

Now, I have told you why exemptions from wage and price controls are necessary 
because of the peculiar financial character of hospitals. ‘Two questions remain. 
First, are hospitals essential to our economy so as to justify such exemptions? 
Second, has there been any tendency on the part of hospitals to abuse these exemp- 
tions? 

I think you will all agree that hospitals are essential to our national health. 
They are also vitally necessary for national defense. The health of workers must 
be maintained if production is not to fall off. With physicians, nurses, and other 
technical personnel being withdrawn from the civilian population to meet the needs 
of the Armed Forces, those physicians remaining will need to work more efficiently 
with the aid of the hospitals and the trained personnel available in them, 

Hospitals have a key position in civil defense. If our Nation suffers an enemy 
attack, the most important institution in or near any damaged area will be the 
hospital. To weaken the hospital system is to weaken our Nation’s health 
defenses. 

Hospitals are essential to educate all doctors, nurses, and health technicians. 
All of these receive at least part of their training in hospitals. From the pool of 
hospital-trained people the Armed Forces have been able to draw necessary tech- 
nicians and professional personnel to meet their needs. Hospitals must be able to 
keep on training health personnel for both Armed Forces and civilian population. 

he essentiality of hospitals has been recognized by all Government agencies 
having anything to do with economic controls. Exemption of hospitals from wage 
controls and from price controls were among the earliest orders of the Wage 
Stabilization Board and Office of Price Stabilization. 

I am proud to be able to say to you that in all of the history of economic controls 
we do not recall a single case of abuse of these privileges by hospitals. Again, 
I point out that the basic aim of hospitals is service—not profit. 

I am sure, Mr. Chairman, that all these things I have said to you this morning 
about hospitals have been recognized by members of your committee, by Members 
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of the Congress, and by responsible officials in agencies administering the law. 
We in the hospital field keenly appreciate the understanding of the hospital 
function that has been demonstrated. We assure you that it is the aim of hospitals 
everywhere in this country to serve the people of our communities in the very best 
possible manner. We make our recommendations because we believe this pro- 
vision of the law is essential to continuation of necessary hospital services. 

I want to add one word about the controlled materials plan. It has been our 
observation that the allocation of scarce materials has been accomplished in 
orderly fashion so far as hospitals have been concerned. I do not mean by this 
that every hospital was always able to obtain all the materials it needed without 
delay. Hospitals have suffered delays and in many cases hospitals under con- 
struction have had to alter their plans to utilize substitute materials or to modify 
construction and construction schedules according to the amount of materials 
available. But the criteria by which these curtailments have been made have 
seemed sensible to us and we have seldom had the feeling that the hardships im- 
posed on hospitals were more than we should reasonably undertake under existing 
conditions. We are satisfied that the agencies controlling the allocation of scarce 
materials have done the best they can with what they had and that they recog- 
nized whenever possible that the building of community hospitals may often be as 
essential to the strength of our Nation as other uses of these materials. 

Finally, at the request of some of our members, which are proprietary institu- 
tions and therefore not exempt from income taxes, I would like to call your atten- 
tion to section 124 (a) of the Internal Revenue Code. This section permits the 
Defense Production Administration to certify certain capital expenditures as 
essential to our national defense effort. Expenditures so certified may be amor- 
tized over a period of 5 years instead of the usual 20-year amortization ordinarily 
permitted under the Internal Revenue Code. 

The purpose of this section, of course, is to encourage construction of facilities 
essential to the Nation’s defense. 

The Defense Production Administration has restricted its certification to 
facilities that actually produce goods and materials essential to defense. They 
have not certified capital expenditures for service industries. 

We would like to point out that a hospital may be as essential to the defense 
effort as a factory. We believe that the policy of the Defense Production Ad- 
ministration in declining to certify capital expenditures for hospital construction 
is a discrimination against hospitals. It is unwise. We believe it is contrary to 
congressional intent. 

If that question is before your committee in this present hearing, we earnestly 
urge on behalf of proprietary hospitals that you amend that section so as to 
eliminate this unjust and unwise discrimination against hospitals. 

And now, if I may change hats for a moment, I should like to speak briefly 
on behalf of the Blue Cross plans. As I have said, I am the executive vice presi- 
dent of the Michigan Blue Cross plan. I am a member of the Government 
relations committee of the Bule Cross Commission, the coordinating agency for 
the 82 Blue Cross plans of the United States, and the 5 plans located in Canada. 
Mr. E. A. van Steenwyk, of the Philadelphia Blue Cross plan, is chairman of that 
committee. I have also served as chairman of the Blue Cross Commission, a 
position now held by Mr. James E. Stuart of the Cincinnati Blue Cross plan. 

The Blue Cross plans are the agencies of our Nation’s hospitals for prepayment 
of the cost of hospital care. You are probably all familiar with the Blue Cross 
method of operation. Blue Cross subscribers make periodic payments to the 
Blue Cross plan, usually monthly. They receive contracts which are, in most 
cases, the direct obligation of the participating hospitals, under which the sub- 
scribers and their families are entitled to receive hospital service from the partic- 
ipating hospitals. The funds paid by the subscribers are held by the Blue Cross 
plan and are paid participating hospitals for service furnished to the subscribers 
and their families. The plans are locally organized and controlled, with governing 
boards representative of hospital administration, the medical profession, and the 
publie generally. The plans are sponsored by the American Hospital Association 
and must meet standards of public responsibility, for all benefits and nonprofit 
operation established by the American Hospital Association. 

Founded only a comparatively few years ago, the Blue Cross plans have had 
astounding growth. By 1940 the membership was approximately 4,500,000; 
by 1945 it was 16,500,000. Currently, more than 40,000,000 Americans have 
Blue Cross coverage. The growth of these plans is a most heartening demonstra- 
tion of the ability of our people to meet a major social need—provision for the 
mounting cost of hospital care—on a self-reliant, self-respecting American basis, 
without Government intervention or control. 
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The Blue Cross plans have spearheaded the whole voluntary health insurance 
movement which has removed the threat of catastrophic hospital and medical 
bills for serious illness or accident from a large segment of the American people. 
The Blue Cross plans hope that with continued growth, they can largely solve 
the financial problems of hospital care for all of the people of our country with 
the few exceptions where Government care has become an accepted part of our 
tradition. 

Whatever benefits the hospitals, benefits Blue Cross; and whatever benefits 
Blue Cross, benefits the hospitals. The Blue Cross plan joins with the American 
Hospital Association in making this presentation to your committee. 

In summary, the American Hospital Association points out to your committee 
that the exemption of hospitals from economic controls has been necessary and 
well justified. We therefore support section 405 (b) of 8. 753, which is before 
you. We trust that this section will continue in any reenactment of authority 
for economic controls. 

I wish to thank you for the opportunity of appearing before you and to assure 
you that the hospitals of the Nation are trying conscientiously to do their part 
in keeping America strong. 

(The letter of Mr. Shecter, referred to in the testimony above, 
follows :) 

Hiticrest Hosprrat, Inc., 
Los Angeles 35, Calif., February 25, 1953. 
Mr. ALBERT WHITEHALL, 
American Hospital Association, 
1756 K Street NW., Washington, D. C. 

Dear Mr. WuHireHALL: The Hilerest Hospital is one of the Nation’s numerous 
proprietary hospitals that would be affected by the tax amortization privileges 
under section 124 (a) of the Internal Revenue Code. These tax amortization 
privileges are available to facilities certified by the Defense Production Adminis- 
tration as essential to the defense effort. The Defense Production Administration 
has limited such certification to industries actually producing materials or products 
used directly in the war effort. It is their contention that certification of a hospital 
would open the door to certification of all other service industries, such as laun- 
dries, recreation facilities, and the like. 

We hope that you will bring this situation to the attention of the Congress in 
its consideration of continued economic controls. Our reasoning is set forth as 
follows: 


Hospital bed shortage in the United States 

The latest official studies! reveal a hospital bed shortage of over 900,000 beds. 
These studies are based on a ratio of 4.5 beds per 1,000 population, as set forth in 
the Hospital Construction Act? of 1946, prior to the present emergency. Due 
to our population increase and because hospital construction programs were held 
to a minimum during the Second World War, this shortage of hospital facilities 
is so acute today. Furthermore, this overall figure of 900,000 beds needed, does 
not reveal the disparity due to population shifts, primarily in the population 
centers which have shown the greatest percentage increase due to the defense 
program. 

Civil defense 

To this bed shortage must be added the additional needs created by the present 
emergency. Civil defense officials have repeatedly stated that ‘‘hospitals are the 
focal points for civil defense.’’* In case of military attack, the present bed 
shortage, particularly in defense areas, would result in the loss of many lines. It 
is in the defense regions that hospital construction must be pushed forward as fast 
as possible. 

In his state of the Union Message, President Eisenhower stated, ‘‘We must 
increase our civil defense preparedness.’”’ * * * ‘‘Because we have incontro- 
vertible evidence that Soviet Russia possesses an atomic weapon, this kind of 
protection becomes sheer necessity.’’ * * * “This work must go forward without 
lag.” 

1 FSA, The Nation’s Needs for Hospitals and Health Centers. 


? Hospital Survey and Construction Act (Public Law 725, 79th Cong.) 
United States Civil Defense, AG-11-1, p. 68 (6.1). 
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Cost factor 

The construdtion of these 900,000 hospital beds would cost in excess of $18 
billion. It is obvious that the Federal or local budgets ennot appropriate such 
huge funds, and private, nonprofit associations could at best only construct a 
small] portion of these beds. Part of this huge construction program must be met 
by private captial. 

In defense arees, hospitals can be constructed without the appropriation of a 
single Government dollar by extending accelerated tax amortization privileges to 
hospitals under the Defense Production Act of 1950. These tax incentives which 
are primarily a deferment of taxes, and not an actual reduction, should apply to 
hospital construction, just as they apply to the manufacture of weapons. While 
this program would apply only to defense centers, it would reduce Federal and 
State spending, and would encourage private investors to build hospitals in de- 
fense areas. Defense centers comprise the bulk of the extremely acute bed- 
shortage areas. 

Taz incentives 

The Defense Production Act of 1950, in order to create an incentive for private 
capital, permitted the issuance of certificates of necessity, which, pursuant to 
section 124A of the Internal Revenue Code, permitted accelerated tax amortiza- 
tion. Under the present provisions of the act, hospitals are not specifically 
mentioned, and the Defense Production Administration has excluded hospitals 
for certificates of necessity on an administrative basis. 

The inclusion of hospitals for eligibility for certificates of necessity, was recom- 
mended by the United States Public Health Service on June 11, 1952,5 ‘“‘as being 
in the interest of national defense during the emergency period, in order to afford 
more adequate medical care to defense workers.’’ The Acting Administrator of 
the DPA is on record favoring the granting of tax amortization to hospitals, 
provided that this is in accord with the intent of Congress. (Officials of DPA 
are in full accord that section 124A of the Internal Revenue Code and the provi- 
sions incorporated in the Defense Production Act, as amended, are written in 
sufficiently broad terms that there is adequate authority for granting certificates 
of necessity for hospitals in cases where it is found they are necessary to the 
interest of national defense.’ 

Hospitals contrasted with other services industries 

It has been suggested by the DPA that despite their sympathetic view of the 
validity of the position that hospitals should be extended certificates of necessity, 
there is reluctance to do so because it would open the door to similar contentions on 
behalf of other service industries or activities claiming similar relation to the 
defense effort. 

Manifestly, there is a sharp distinction between the nature of the service of a 
hospital and the nature of services of other service industries, particularly from 
the viewpoint of the persons receiving the services. Hospital services are rarely, 
if ever, elective. No one goes to the hospital by preference. For example, in the 
case of recreation facilities, it is not to be denied that recreation is important to 
defense workers. Yet, recreation facilities and their expansion are neither costly 
nor necessary in the same manner that hospitals are. If a defense worker cannot 
find adequate facilities for one form of recreation, he can certainly pursue another, 
or take his leisure in another way, all within his own right of selection. 

In the case of a grocery store the problem becomes one of transportation bring- 
ing from central or source points the foodstuffs to the available market facilities. 
The shortage of markets or retail food dispensing facilities is of course not involved 
at all. The volume of facilities has not been exceeded in the case of any such 
establishment. 

The indispensable nature of hospital facilities does not characterize any other 
personal service function to the degree that it does the hospital. If a defense 
worker loses his arm or his ability to breathe, he needs surgery or an iron lung. 
He has no choice in this matter. If a defense worker can’t find a laundry or a 
bowling alley, he can go elsewhere, or in the case of bowling, change his recreational 
pursuit. 








4‘ United States News and World Report, February 20, 1953, p. 66 
’ Communication from FSA to DPA Administrator, June 11, 19 
§ Communication from DPA Administrator, December 12, 1952 
7? Communication from Staff, Joint Committee on Defense Production, December 11, 1952. 
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The indispensable nature of hospital facilities must be borne in mind with par- 
ticular reference to the present defense emergency and the possibility of a military 
attack. Inthe present emergency, the defense worker, who by illness or accident, 
is prevented from the production of defense materials, either has available to him 
adequate hospital facilities to correct this condition, or in severe cases, he may 
die. The victim of a military attack will also die if hospital facilities are not 
available. (‘‘If an atomic attack were to result in 60,000 casualties, about 26,000 
would need hospital care.’’) None of the other service industries are concerned 
with life and death. They, in contrast to hospitals, are elective, while the hos- 
pital facilities are, and this is an inescapable fact, directly essential to the defense 
of the United States. 

Recommendations 

The extension of tax amortization privileges to hospital facilities will become 
an incentive to private capital, and will permit the construction of needed hos- 
pital facilities in defense areas without Government aid. This policy has been 
endorsed by health agencies on the local, State, and Federal level, and the Ad- 
ministrator of the Defense Production Administration is on record favoring the 
inclusion of hospitals for accelerated tax amortization. 

The American Hospital Association, cognizant of the extreme seriousness of the 
situation, as it relates to the civil-defense aspect, and to the emergency in the 
United States, should go on record as favoring the extension of tax amortization 
privileges under section 124A of the Internal Revenue Code to hospital applica- 
tions, approved for such certificates by the claimant agency (Federal Security 
Agency). 

Sincerely, 
Hiutucrest Hosprtat, Inc. 
GEORGE O. SHECTER, 


(The following was received in connection with the above:) 


EXecuTIvVE OFFICE OF THE PRESIDENT, 
OrFricE OF DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR, 
Washington 25, D. C., February 25, 19533 
Hon. Homer E. Capenart, 
Chairman, Joint Committee on Defense Production, 
Washington 25, D. C. 

Dear SENATOR CAPEHART: This letter is prompted by numerous inquiries which 
have been received in connection with our refusal to extend the accelerated tax 
amortization privileges to hospitals under section 124A of the Internal Revenue 
Code. A number of discussions have been held with members of your staff in 
regard to this subject. In view of the rather basic policy involved, the matter 
is being brought to the attention of your committee for its consideration. 

Some 11 applications have been received from hospitals and medical-care facili- 
ties situated throughout the country requesting necessity certificates. Under the 
policies being followed in the administration of the tax-amortization program by 
the Defense Production Administration, these applications have all been denied. 
The reason for denial was that the facility in question is too far removed from 
actual defense production. Consideration was also given to the fact that Con- 
gress has by legislation made other provisions for the construction of hospitals 
in areas of need. 

The broad and general terms in which section 124A of the Internal Revenue 
Code are couched place no specific limitation on what the certifying authority 
may determine to be ‘‘necessary in the interest of national defense.’”’ Obviously, 
it has been necessary to limit by adoption of administrative policies the areas to 
which tax-amortization privileges shall be granted. Following a review of the 
legislative history of the World War II amortization statute, it was decided that 
the intent of Congress was to limit tax-amortization privileges to production facili- 
ties directly connected with the mobilization program. As in the past, present 
tax-amortization legislation has not been interpreted by the Defense Production 
Administration as including service facilities, such as hospitals It should be 
clearly pointed out that by extending tax-amortization privileges to service areas 
the Defense Production Administration would be confronted with a multitude of 
applications requesting such privileges for various types of community service 
facilities, such as banks, grocery stores, drugstores, recreational facilities, and 
related types of community facilities. 
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The possible abuse of the broad statutory authority provided under the appli- 
cable legislation was a matter of immediate concern to several of the congressional 
committees which inquired into defense legislation and appropriations. An 
examination of the early hearings held on the administration of both section 124A 
and the Defense Production Act will indicate that there was a fear that accelerated 
amortization might be allowed in too broad an area on the theory that it is 
extremely difficult to isolate any particular type of production or service facility 
as being wholly unconnected w ith national defense during an emergency. It was 
evident that such committees expressed satisfaction with the ce rtifying authority’s 
testimony to the effect that defense production would be the primary test for 
granting accelerated amortization. 

This problem has been discussed on numerous occasions with representatives of 
the Public Health Service, Federal Security Agency. They have argued that the 
present national hospital ‘construction program makes no provision for the con- 
struction of hospitals in metropolitan areas but is limited to grants-in-aid for the 
construction of medical-care facilities in rural areas without adequate financial 
resources. This program provides no relief in those areas where the defense effort 
has caused a substantial influx of defense workers with the consequent need for 
additional medical-care facilities. The Public Health Service has suggested 
certain criteria which if met by individual hospitals should establish eligibility for 
tax amortization. Briefly, these criteria provide that at least 50 percent of the 
patient load must be defense employees or their families, there shall have been an 
abnormal population increase in the hospital service area directly attributable to 
the defense program, and the facility will be an ethically operated institution. 
(Of the 11 hospital applications received, only 2 would meet these requirements.) 

As pointed out above, however, the extension of tax amortization to such 
applicants would run counter to the policies established by my predecessors and 
tacitly approved by several of the congressional committees. It would also open 
up the program to include assistance for the many other types of community 
facilities which could meet the same indirect tests. Despite my appreciation of 
the importance of adequate hospital facilities in defense areas, it would be difficult 
under the circumstances to discard the existing test of direct relationship to defense 
production without guidance from Congress, particularly since that body has 
already acted directly in the field of hospital assistance. 

I would appreciate your comments. 
Sincerely yours, 
Raupx 8. Trice, 
Acting Assistant Director for Production. 
(Same letter sent to Chairman, Committee on Ways and Means, House of 
Representatives. ) 


Senator Bricker. The next witness to appear before us will be for- 
mer Senator Joseph Ball, representing the American Ship Owners 
Association. 

Senator, we are happy to have you with us. 


STATEMENT OF JOSEPH H. BALL, VICE PRESIDENT, ASSOCIATION 
OF AMERICAN SHIP OWNERS 


Mr. Batu. I would like to lay my statement in the record, Mr. 
Chairman. 

Senator BRIcKER. Very well. That will be included in the record 
and you may proceed in your own way. 

(The prepared statement of Mr. Ball follows:) 


SraTeEMENT OF JosEePH H. Ba ui, Vick PRESIDENT, ASSOCIATION OF AMERICAN 
Sure OWNERS 


Mr. Chairman, members of the committee, my name is Joseph H. Ball. I am 
vice president and Washington representative of the Association of American 
Ship Owners, comprising a number of the oldest established shipping companies 
under the American flag. None of our members ever has receved any subsidy 
from the Federal Government under the Merchant Marine Act of 1936, either 
construction or operating. A list of our members is attached hereto. 
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I respectfully urge this committee, on behalf of our association, to consider 
favorably an amendment to section 201 (a) of S. 753, which would make that 
section apply to requisitioning of vessels owned by United States citizens as well 
as to other types of property requisitioned in time of national emergency. 

This is our proposal: 

Amend 8. 753 as follows: On page 9, line 2, before the period insert: “‘, and 
during any period when the authority granted by this title is invoked, such prop- 
erty may be requisitioned solely under the provisions of this section. 

If, for reasons not apparent to us, it appears undesirable to make section 201 (a) 
the exclusive method for requisitioning all types of property except real property, 
the proposed language above could be limited and still achieve the objective we 
seek by the following alternative amendment; on page 9, line 2, before the period 
insert ‘‘and during any period when the authority granted by this title is invoked, 
vessels owned by United States citizens may be requisitioned solely under the 
provisions of this section.” 

Our reason for seeking this amendment, and the justification for it, is very 
simple. We believe that all owners whose property is requisitioned by the Gov- 
ernment in time of national emergency should be treated exactly alike insofar as 
their right to compensation is concerned. Our proposed amendment would 
accomplish this by making the same rule, that set forth in section 201 of S. 753, 
apply in all requisition cases. 

The same rule does not apply today insofar as owners who have invested their 
capital in American-flag ships are concerned. Despite the fact that such in- 
vestment over the past few decades have proven to be relatively more hazardous 
than many other forms of investment, the rules applicable to compensation for 
vessels requisitioned are apparently different and are in any event confusing. 

Two different statutes now govern requisitioning of ships. The basic statute, 
section 902 (a) of the Merchant Marine Act of 1936, reads as follows: 

“Sec. 102. (a) Whenever the President shall proclaim that the security of the 
national defense makes it advisable or during any national emergency declared 
by proclamation of the President, it shall be lawful for the Commission to requisi- 
tion or purchase any vessel or other watercraft owned by citizens of the United 
States, or under construction within the United States, or for any period during 
such emergency, to requisition or charter the use of any such property. The 
termination of any emergency so declared shall be announced by a further proc- 
lamation by the President. When any such property or the use thereof is so 
requisitioned, the owner thereof shall be paid just compensation for the property 

taken or for the use of such property, but in no case shall the value of the property 
taken or used be deemed enhanced by the causes necessitating the taking or use. 
if any property is taken and used under authority of this section, but the owner- 
ship thereof is not required by the United States, such property shall be restored 
to the owner in a condition at least as good as when taken, less ordinary wear and 
tear, or the owner shall be paid an amount for reconditioning sufficient to place 
the property in such condition. The owner shall not be paid for any consequential 
damages arising from a taking or use of property under authority of this section.” 

The italicized portion of the above subsection is known as the enhancement 
clause, and its precise meaning and interpretation has been a subject of constant 
argument and much litigation since the 1936 act was enacted. There is, of course, 
no enhancement clause in section 201 of the Defense Production Act or of 8. 753. 

The clause was an issue before the Supreme Court in U. S. v. Cors, decided by 
the Court in October 1948. The decision, remanding the case to the Court of 
Claims for further findings of fact, is a very involved one, but in general it indi- 
cates that in the Court’s view there is very little difference between constitutional 
just compensation and that under section 902 (a) with the enhancement. clause. 
At one point, the Court said: ‘‘We are satisfied that on the present facts the two 
are coterminous.” 

Despite the indication in the Cors decision that a pores just compensa- 
tion, even with the enhancement clause, may finally be held by the courts to be 
approximately equal to the just compensation provided in section 201 of 8. 753, 
the mere presence of the clause in section 902 of the Merchant Marine Act has 
been confusing and it inevitably puts the shipowner to additional expense and 
trouble. He has had to argue with the administrative agencies over its interpre- 
tation and because the situation was confused he has often been compelled to 
undertake the additional burden of litigating his claim. 

This disadvantage of the shipowner as compared with other owners whose 
property may be requisitioned is deepened by a legislative rider which has been 
included in three appropriation acts—the Third Supplemental Appropriation 
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Act for fiscal 1952, and the Independent Offices Appropriation Acts for fiscal 1953 
and 1954. The rider appears as the first paragraph at the top of page 22 of the 
1954 act (Public Law 455, 82d Cong., 2d sess.) and reads as follows: 

“No money made available to the Department of Commerce, for maritime 
activities, by this or any other Act shall be used in payment for a vessel the title 
to which is acquired by the Government either by requisition or purchase, or the 
use of which is taken either by requisition or agreement, or which is insured by 
the Government and lost while so insured, unless the price or hire to be paid 
therefor (except in cases where Section 802 of the Merchant Marine Act, 1936, as 
amended, is applicable) is computed in accordance with subsection 902 (a) of said 
Act, as that subsection is interpreted by the General Accounting Office.”’ 

As is readily apparent, this rider has introduced an additional complication for 
the shipowner whose vessel is requisitioned: the Maritime Administration is 
bound by the GAO’s interpretation of section 902 and the “enhancement clause.” 
Although the rider has been in effect for some 2 years, the shipping industry still 
does not know what the GAO’s interpretation may be. 

We believe it is simple justice that all owners whose property is requisitioned 
by the Government in an emergency be treated alike. Our proposed amendment 
would accomplish that, and we respectfully urge its favorable consideration. 

I might add that our proposed amendment would not affect the requisitioning 
of vessels built with aid of a Government construction subsidy, but would apply 
only to privately owned vessels for which the owners had paid the full market 
price. Owners of vessels acquired with aid of a construction subsidy are bound 
by their contracts to turn the vessels over to the Government in an emergency 
for their original price paid to the Government less depreciation. The proposed 
amendment would not affect that situation. 

Thank you for your time and consideration. 


MEMBERS OF ASSOCIATION OF AMERICAN SHIPOWNERS 


American-Hawaiian Steamship Co., New York, N. Y. 
American-Hawaiian Steamship Co. (Delaware), New York, N. Y. 
A. H. Bull Steamship Co., New York, N. Y. 
Baltimore Insular Line, Inc., New York, N. Y. 
California Eastern Lines, Vancouver, Wash. 
Eastern Steamship Lines, Inc., Boston, Mass. 
Luckenbach Steamship Co., Inc., New York, N. Y. 
Luckenbach Gulf Steamship Co., Inc., New York, N. Y. 
Pacific-Atlantic Steamship Co., Vancouver, Wash. 
Seatrain Lines, Inc., New York, N. Y. 
Shepard Steamship Co., Boston, Mass. 
States Marine Corp., New York, N. Y. 
States Marine Corp. of Delaware, New York, N. Y. 
States Steamship Co., Vancouver, Wash. 
Weyerhaeuser Steamship Co., San Francisco, Calif. 
Oliver J. Olson & Co., San Francisco Calif. 
Mr. Bau. We represent some 14 shipping industries whose interest 
is primarily in coastwise and intracoastal shipping. 
None have received anything under the Merchant Marine Act of 
1936. There is a list of our members attached to the statement. 
What we are appearing on specifically is section 201 of S. 753, 
which is the requisition section, and as I read it it is virtually identical 
with the present law. What we would like the committee do if it 
reports out this bill, is amend that section so that that particular 
requisitioning formula would apply to vessels as well as any other 
property requisitioned during this emergency. 
Senator Bricker. That is the right to repurchase? 
Mr. Batu. No. 
Senator Bricker. I have not checked on the section. 
Mr. Batu. I did not notice whether that was in there or not. 
It may be. 
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What we were trying to amend was section 201 (a) and we thought 
our language at page 9, line 2, could be inserted before the period as 
follows: 

, and during any period when the authority granted by this title is invoked, such 
property may be requisitioned solely under the provisions of this section * * *, 

If the committee feels otherwise it could be amended to just cover 
vessels, by substituting for “such property,” ‘‘vessels owned by 
United States citizens.” 

Our justification for asking this amendment is simple. We feel 
all our owners whose property is requisitioned by the Government 
during times of emergency should be treated exactly the same with 
regard to compensation. That is what our amendment would accom- 
plish, we believe. 

The same rule does not apply today because of two factors. One 
is the basic statute under which ships are requisitioned, which is sec- 
tion 902, of the Merchant Marine Act of 1936. I quote that in full 
in the statement. It provides for just compensation, but with what 
is called the enhancement clause, which reads as follows: 
but in no case shall the value of the property taken or used be deemed enhanced 
by the causes necessitating the taking or use. 

The enhancement clause’s meaning and interpretation has been a 
source of constant litigation and argument since it has been enacted. 
There is no enhancement clause in section 201 of the Defense Pro- 
duction Act. The clause was an issue before the Supreme Court in 
U.S. v. Cors. 

That decision was complicated for alayman to understand, but 
they wound up remanding the case back to the lower court for further 
findings, but the gist of the decision as I read it was that there is very 
little difference, actually, between just compensation under the 
enhancement clause and under the Constitution. In fact, the Court 
actually said at one point, “We are satisfied in the present facts that 
the two are coterminous.” 

The fact that a shipowner might get justification if he litigates, 
that enhancement clause puts him to a lot of expense. He has to 
have lawyers to argue with the administrative agency first because of 
the interpretation, “and often, because of the presence of that clause 
and the administrative interpretation of it, he is compelled to litigate 
where he might otherwise accept what the Government offers. 

Then this disadvantage was multiplied and the situation confused 
further by legislative rider, which has been in three appropriations 
acts, the Third Suppleme ntal of 1952 and the Independent Offices Act 
for fiscals 1953 and 1954. That rider is very brief and, if you don’t 
mind, I would like to read it. It says that: 

No money made available to the Department of Commerce, for maritime 
activities, by this or any other act shall be used in payment for a vessel the title 
to which is acquired by the Government either by requisition or purchase, or the 
use of which is taken either by requisition or agreement, or which is insured by 
the Government and lost while so insured, unless the price or hire to be paid 
therefor (except in cases where section 802 of the Merchant Marine Act, 1936, 
as amended, is applicable) is computed in accordance with subsection 902 (a) of 
said act, as that subsection is interpreted by the General Accounting Office. 
That put the General Accounting Office as well as the Maritime 
Administration into this already complic ated job of figuring how to 
interpret that enhancement clause. So far the rider has been in effect 
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now for 2 years. I might add that the industry opposed it and the 
Senate struck it out as it came over from the House and then they 
finally agreed on this language in conference. The House was pretty 
adamant on. it. 

As I say, it has been in effect for 2 years and the industry still 
has no idea of what interpretation the General Accounting Office will 
put on the enhancement clause. 

There has been no case of requisition, yet. They could requisition 
now, I think, with the Korean emergency under this act, but they 
will actually or have not actually requisitioned any ships. 

I might add that our proposed amendment would not affect the 
requisitioning of any ships built with the aid of a Government con- 
struction subsidy, but would apply only to privately owned vessels 
bought in the open market. The owners of vessels that are built 
with construction subsidy are bound by their contracts and the 
Government requisitions to sell them back at the price they paid less 
depreciation. 

When the Government finds it necessary in an emergency to take 
property, we feel that all owners whose property is taken should be 
treated alike and that is all we are asking for in this little amendment. 

Thank you very much, gentlemen. 

Senator Bricker. Are there any questions? 

Thank you very much. 

There will be a session at 10 o’clock tomorrow morning, and at 
that time there will be further witnesses on the standby controls 
measure. The matter with regard to Mr. Cole will be taken up 
by the chairman. 

(Whereupon, at 11:45 a. m., the committee recessed to reconvene 
at 10 a. m., Thursday, March 5, 1953.) 
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THURSDAY, MARCH 5, 1953 


Unirep Stares SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 
The committee met pursuant to recess at 10:10 a.m., in room 301, 
Senate Office Building, Senator Homer E. Capehart, chairman, pre- 
siding. 
Present: Senators Capehart, Bricker, Bennett, Bush, Beall, Payne, 
Goldwater, Maybank, Robertson, Frear, Douglas and Lehman. 
The CHArrRMAN. The committee will come to order, please. 
Our first witness will be Mr. Charles R. Sligh, Jr., of the National 
Association of Manufacturers. 
Do you want to read your statement, Mr. Sligh? 
Mr. Suiex. If I may, sir. 
The CHAIRMAN. You may proceed in your own way, sir. 


STATEMENT OF CHARLES R. SLIGH, JR., PRESIDENT, NATIONAL 
ASSOCIATION OF MANUFACTURERS 


Mr. Suieu. My name is Charles R. Sligh, Jr.; I am president of the 
Sligh Furniture Co. of Grand Rapids and Holland, Mich., producers of 
furniture. 

I am also president of the National Association of Manufacturers, 
in which capacity I am here to discuss certain legislation pending 
before this committee. 

At the outset, it is important to realize, in connection with these 
proposals and in my subsequent testimony, that I am the employer 
of only about 400 people—that the National Association of Manu- 
facturers is an organization of more than 19,000 companies, of which 
number over 80 percent employ fewer than 500 persons, and about 
50 percent of NAM members employ fewer than 100 persons each. 
So, by Department of Commerce standards which set 500 employees 
as the dividing line between “big” and “small’’ business in this 
country, I am typic ‘al of NAM membership. 

The association’s views on price and wage controls, as well as on 
the need and desirability of standby controls, parallel those of 
President Eisenhower—the free enterprise system should be given a 
free rein. Direct economic controls are inc ompatible with the opera- 
tion of free compe titive markets and the American economic system 
as a whole. The NAM agrees with the President’s expressed desire 
to minimize government interference and to enc ourage competitive 
enterprise and individual initiative. 

Some challenging questions: The central issue before us lies in the 
standby features of the proposed legislation, although even more 
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fundamental is the inherent but erroneous endorsement of price and 
wage controls as a means of checking, preventing or curing inflation. 

Not all of the bill is on a standby basis, inasmuch as the Small 
Defense Plants Administration, for example, is—unfortunately- 
proposed to be continued directly to June 30, 1954. 

However, the standby basis does apply very extensively. It 
includes not only priorities and allocations, requisitioning powers, and 
consumer and real estate credit controls, but also the entire gamut of 
direct price and wage controls—on a standby basis. 

Therefore, I submit the following beliefs with all the force at my 
command: ; 

1. Legislative weapons which are inherently unsound in principle 
and demonstrably unworkable in practice should not be held in 
reserve. 

The standby feature does not make economic controls any the less 
unsound in principle or less unworkable in practice. This is also true 
of the 90-day freeze proposal. 

2. Such extensive legislation should not rest upon a basis of pure 
speculation as to possible future need for it—and as to what the nature 
of that need, if any, might be. This kind of legislation would have to 
be based largely on guesswork, and therefore it might be described as 
“cuessilation”’ rather than “legislation.” 

Building such an elaborate legislative structure to deal with un- 
known and unpredictable future economic conditions, can only raise 
false hopes that we have found a fireproof shelter against economic 
calamities. The proposed blueprint for standby controls actually 
contains no real assurance that a fire, if it comes, can be put out. 

3. The pending legislation would keep alive the philosophy of a 
planned economy through direct Government interference. . Repre- 
senting free Americans, the Congress should not encourage any 
tendency to depend upon direct Government controls. 

Surely the experiences of the World War II and the Korean war 
periods demonstrate that the whole philosophy of direct economic con- 
trols is a grave liability to the national well-being. Why try to keep 
it alive? Such planning substitutes the decision of 1 man or a small 
group of men for the decisions of 158 millions of American individual 
consumers, workers, and business managers. The implication is that 
a supreme planner can and will make the right decisions and that the 
decisions of millions of individuals in a free market cannot be trusted. 

4. The proposed legislation is a continuation and extension of the 
unfortunate tendency toward surrender of congressional power to the 
Executive. Under our Constitution the Congress is the representative 
of the people and is charged with responsibility for major decisions. 
For Congress to turn over to another the right to make the decision 
as to whether and when controls should be imposed, is a more drastic 
relinquishment of its authority and responsibility than has ever 
occurred before. 

5. The dangerous uncertainties involved in this legislative sword 
of Damocles should not be held over the heads of the public, the con- 
sumers, and business in general. 

Standby controls or 90-day freeze powers would introduce a wide 
range of uncertainties, and would lead to many arbitrary and erractic 
economic actions. For example, sellers would be reluctant to lower 
their prices, even when demand is weak and supply is strong, for fear 
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that prices might be frozen at the lower level and that level might soon 
prove untenable. The tendency would be to stockpile high emergency 
prices. Moreover, buyers and sellers of all kinds would be kept guess- 
ing about the possibility of arbitrary recontrol and their resulting 
actions would tend to disrupt the normal interplay of the forces of 
supply and demand. 

6. A standby organization is naturally bound to continually 
propagandize for the restoration of arbitrary controls, as a justifica- 
tion for its existence. 

Any personnel maintained on a standby basis to study and prepare 
for economic controls would probably be tempted to propagandize, 
both openly and covertly, for the restoration of controls on a wide 
scale. Thus both the personnel and the propaganda would be carried 
on at the taxpayers’ expense. 

The way should not be paved for discrimination against certain 
groups (as well as unintentional discrimination) by establishing the 
threat of selective partial recontrol, as provided in this bill. (See title 
IV, sec. 403, and so forth.) 

Since the proposed legislation provides for selective partial recon- 
trol of prices and wages, either individually or generally, an enormous 
opportunity may be ‘opened for punitive or capricious discrimination 
against various groups. Thus a certain producer of industry might be 
subjec ‘ted to a sudden price freeze while a competitor is unrestricted. 
Or a certain union might be faced with a crack-down on wages, while 
other unions go free. Many other inequities, whether intentional or 
not, could easily develop from an initial framework of purely standby 
controls. 

Emergencies. Among the reasons advanced for standby controls 
or an emergency freeze is the “ever present threat of foreign aggres- 
sion” on the presumption that such international tension can easily 
become inflationary. Yet we have seen prices go down as well as up 
during the international tension of the past 32 months. 

For example, indexes of basic raw mntieddle prices have gone down 
33 percent in the past 24 months in the face of continuous foreign 
aggression and international tension and a growing defense program. 
The general wholesale price index has gone down almost steadily for 
the past-24 months, and farm product prices at wholesale have 
dropped more than 10 percent since last summer. The Consumers’ 
Pricé Index has gone up less than | percent in the past year. Clearly 
the threat of foreign aggression does not necessarily mean rising prices. 

As we have pointed out on previous occasions, emergencies are 
always possible and the same argument could be used to justify a 
permanent machinery for price and wage controls, which in turn could 
scuttle our freedom and halt our economic progress. Our industrial 
growth and economic progress for many decades have been largely 
the result of a free market. 

Another reason given for standby controls is “to prevent serious 
economic dislocations.” This argument seems shallow indeed in the 
light of the serious economic dislocations which have occurred since 
1950 with direct controls in actual operation most of the time. 

The economic dislocations I refer to are probably familiar to you 
all, but let describe them briefly: 

(a) The Nation has,had an intensification of labor unrest and 
major strikes under controls. During last year’s steel strike 2 full 
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month’s of production or about 19,000,000 tons were lost in our most 
critical industry. 

(6) The wage structure has been distorted by the granting of special 
concessions to those who had the economic or political power to insist 
on them. When the former President granted the coal miners all 
they asked for—against the advice of lis own Wage Stabilization 
Board—he could cite no economic justification for his action. His 
explanation was the bald admission that the mineworkers had 
sufficient power to cause serious trouble if their demands were not 
granted. 

(c) There has been serious unemployment in certain industries and 
areas, coupled with labor shortages elsewhere. About a year ago we 
had serious unemployment in Detroit due to an artific ially created 
shortage of materials in the automobile industry. This was at a 
time when our defense effort and economic stability required the fullest 
possible utilization of our manpower. 

(d) There have been actual recessions in some industries while 
others were booming. The fear and uncertainty created by the threat 
of controls led to an economically unjustifiable accumulation of inven- 
tories, which in turn depressed markets. For example, the textile and 
major household electrical equipment industries suffered setbacks for 
many months. 

If these things are typical of federally imposed economic controls, 
and I believe they are, then it seems to me that we are wasting time 
and money giving further thought to such controls, 

On being ready in advance: It has been said that millions of man- 
days of study and searching would be saved by having standby 
agencies ready in advance of any recontrol. I am afraid it would also 
be true that millions of man-days would be lost if economic controls 
come back—because of the enormous paper work and other hampering 
effeets upon business. 

It has been suggested that if such legislation as this bill had been on 
the books on June 24, 1950, it would have been a fortunate thing. 
I would like to emphasize that the Defense Production Act was 
actually on the books by September 8, 1950. The legislation was 
obtained very rapidly, but what good did it do? The very existence of 
that legislation embodied the threat of controls and possible rationing, 
and that fear was a major factor in stimulating both business and the 
public to rush for goods and drive prices up. A similar psychology 
could readily operate again if standby powers are enacted into law. 

To illustrate the difficulties of forecasting the problems which will 
confront us in the future, I recall the Nation’s experience with mobili- 
zation planning between World War I and II. Enormous efforts were 
expended during those many intervening years in developing a mobili- 
zation plan which, however, could not be used when World War II 
broke out. The actual conditions proved quite different from expecta- 
tions. Similar detailed plans for individual industries after the end 
of World War II proved equally useless when the Korean outbreak 
occurred, 

Failures of controls. Experience has shown that the many failures 
of attempts to make direct controls effective invariably lead to more 
demands for more controls and executive powers, in a frantic effort to 
shore up the inevitable failures of existing controls. For example, 
the demonstrated deficiencies of the act of 1950 led to a request by the 
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ur most administ:.tion, in the spring of 1951, for a drastic extension of its 
: , powers through approximately 28 amendments. The proposed legis- 
Special lation is, in my opinion, just another phase of that continuous effort 
O msist to shore up an unsound and unworkable scheme. 
ners all Controls never have worked. We have had controls twice in the 
lization past decade. Prices doubled, black markets appeared, and the value 
n. His of our dollar was cut in half. Everybody knows this by now, and it 
rs had should be obvious that controls legislation is not the answer to our 
ere not stabilization problems. 

: Controls are harmful. Only harm to our economy and thus to our 
ies and mobilization effort can come from price, wage, and civilian materials 
ago we controls. The record against economic controls is overwhelming. 
created They impede production, impair incentives, and increase costs both 
is at a for industry and government. 
> fullest Wage and price controls hinder, not help, production. The record 
‘ of the last war, with its shortages of white shirts, shoes, clothing, and 
s while many foods, such as meat, makes this clear. Wage and price controls 
) threat breed black markets, undermine character, and encourage lawlessness. 
inven- Finally, wage and price controls, regardless of how well administered, 
ile and give the public a false hope that stabilization can be guaranteed by 
cks for such means. 

Thus the economic objectives of the proposed legislation are not 
mtrols, attainable through Government planning and controls. No powers 
ig time contained in this bill or in any such controls bill that might be offered 

could possibly prevent strains and dislocations. Instead, such legisla- 
f man- tion tends to create such conditions, and once created, there is no 
landby way by which these distortions can be eomected through Government 
Id also planning. Only the free market ane sound fiscal and credit policies 
ontrols can do that. 
‘pering It has been suggested that legislation to provide standby powers 

muy have to be considered in the light of ‘probable budget deficits for 
een on the next 2 fiscal years.’ After extensive study of Federal fiscal prob- 
thing. lems, our association is convinced that very large reductions in 
st was Federal expenditures can be achieved in the near future, and any 
nn was potential inflationary deficit can thus be headed off. In any event, 
ence of price and wage controls cannot cure inflation. 
oning, Only free markets can serve as a proper guide and regulator of an 
nd the economy. They insure that producers will turn out the goods. that 
hology are wanted most. Consumers are guided in their choices by the 
law. relative prices of various goods offered to them, when such prices are 
th will set freely in competitive markets. When wages and prices are 
nobili- determined by free bargaining they encourage manpower to move into 
S were the jobs where it is most needed and best compensated. 
nobili- Thus labor, consumers, and producers all benefit from the opera- 
Var I] tions of free markets. Prices and wages cannot perform this essential 
pecta- function properly if they are chained down by controls. 
1e end Concentration of power. In the last 20 years we have seen an 
ibreak incredible and dangerous concentration of power, including economic, 
in the hands of the Chief Executive. The bill in question would 
uilures perpetuate many of these powers. Lumping standby powers and 
) more those which would become effective upon passage, I find at least 84 
ort to mentions of such or similar phrases as “the President is hereby au- 
imple, thorized,” or “‘whenever the President determines.”’ 
by the 
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This is a further wholesale surrender of congressional power. 
This is contrary to the “trend of the times’ and certainly contrary to 
the philosophy and desires of the President as stated in his first press 
conference. On that occasion the President expressed his confidence 
in the economic laws of supply and demand. He explained that his 
decision to decontrol prices and wages was a move to unshackle the 
economy and to allow it to operate to keep up the standard of living. 

Must our lives forever be governed and dominated by a central and 
supreme planner? Is that the way to national sec urity and higher 
living standards? I cannot and will not subscribe to such an indict- 
ment of our free competitive-ente rprise system. 

Summary. In summary, I would like to state the policies of the 
National Association of Manufacturers as they bear upon the major 
provisions of the proposed legislation: 

We believe in the free competitive market. We believe that 
direct price and wage controls on a standby or freeze basis, or on any 
other basis, are not in the public interest but are harmful to the 
economy. 

2. Provision should be made for the continued allocation of critical 
materials but only for defense orders. The allocation or rationing 
of civilian goods or materials or any general civilian stockpiling 
program would be contrary to the public interest. 

3. Our association is largely made up of small manufacturing 
concerns, the SDPA, as originally established, was occasioned largely 
by the elaborate arbitrary controls provided in the Defense Produc- 
tion Act, which has placed terriffic burdens on all businesses, partic- 
ularly small businesses. The elimination of these controls will 
remove these burdens and greatly relieve small business. Therefore, 
we do not favor the continuation of the Small Defense Plants 
Administration. 

4. Finally, few will deny that the vast productive energies of our 
American economy have their source in the economic freedom under 
which our citizens may work, produce, buy and sell their goods and 
services. These productive forces, I believe, cannot develop in pace 
with our national needs under the constant threat to economic freedom 
inherent in standby controls or freezes. If actual controls are bad 
for our national economy and are not wanted by either government 
or the public, standby controls or freezes have nothing to recommend 
them. 

Accordingly, our association is convinced that the Defense Pro- 
duction Act of 1950, as amended, should be allowed to expire. Sepa- 
rate provision should be made for the allocation of critical materials 
to defense orders only, preferably through the Department of 
Commerce. 

It is our considered opinion that this proposed legislation—and 
even the more limited suggestion of 90-day freeze powers—is un- 
necessary and undesirable and should not be enacted. 

The CuarrMan. Are there any questions? 

Senator Maysanxk. Could you enlarge a little on the statement 
you made that you thought large economies could be made and the 
budget could be balanced? 

I am a member of the Appropriations Committee and I, for one, 
want to vote for all economies possible. 
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The testimony before us in the committee has not instructed us how 
we can get sufficient economies. 

Do you have any suggestions with regard to what we could do? 

Mr. SuieH. Our study of the budget ‘leads us to believe we could 
cut $4.5 billion from the military, about $4.5 billion from the civilian, 
about a billion and a half from the President—largely foreign aid—or 
a total of approximately $10.5 billion, and there is an item in the 
budget of $2.5 billion for later transmission which we would also 
delete. 

Senator MaysBank. I understand most of that is for the military. 
Now, how could we cut $4.5 billion from the $12 billion for civilian 
activities? 

Mr. Suiieu. Frankly, I am not prepared here today to go into the 
detail on that, but I would be glad to send you that study. 

The CHarrmMan. Will you furnish the study to be put into the 
record? 

Mr. Suiau. I will be very glad to. 

The Cuarrman. It will be inserted in the record at the end of your 
oral statement. (See p. 203.) 

Senator Maysank. The civilian Government’s spending has come 
down to less than $12 billion. 

It will be rather difficult to take 4.5 out of that. 

Mr. StiaH. We have a detailed study on that and we would be 
glad to present that. 

Senator Dove.as. I want to say although we frequently misunder- 
stand each other’s motives in this matter, those of us in the Demo- 
cratic Party assure you we do not want controls in periods of peace. 
I assure you we do not. 

At times you may think we do, but I want to tell you that we do 
not. We are worried as to what will happen if hostilities break out. 
We do not know when Russia will attack. We do not know when 
we may get into trouble. 

In all ‘probability, it will happen very suddenly and then we will 
be faced with a decision. 

It is our fear that if we have no legislation whatsoever on the 
books—not even the freeze proposal of S. 1081, that will be required 
before Congress can act—and there will be a lot of things coming ” 
to Congréss- it will require quite a long period of time. Indeed, 

required about 65 days for Congress to pass a bill after the attack in 
Korea, and then another week for the President to sign it. 

Now that last week may have been the President’s ‘fault, that last 

week. We worked very hard during that 65 days and I do not believe 
we could have speeded it up much more. 

I did not fully check the record after Pearl Harbor, but I think it 
took 2 months before the first bill was passed—after Pearl Harbor. 

This is what tends to happen: First the speculators go into com- 
modities which are traded in daily on the produce and metals markets, 
and knowing that there is going to be a war and that there will be 
critical shortages, they will purchase these commodities speculatively 
and the prices will go up. The Government and the people will then 
have to pay for them. 

Secondly, what you find in the consumer market is that people are 
afraid of a long war, of shortages, and they will buy. Some are open 
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hoarders and some who buy feel they must, because if they do not buy 
the hoarders will get all the goods. 

This will drive up the prices of durable consumers’ goods and other 
articles. 

These prices, if the economy goes forward afterward and the military 
demands are not so great, may recede as they have on the wholesale 
levels since March 1951. Nevertheless, if it is an intense war they 
will not recede and in the meantime terrific.damage is done. 

This is what is going through our minds. Should we not have 
something ready so that if we get into a grave emergency, the President 
may act? 

You might have been suspicious of Democratic Presidents i imposing 
controls too soon, although I believe they have been just as patriotic 
as any others. Certainly, however, you cannot be suspicious of Gen- 
eral Eisenhower imposing these controls too soon. 

Very frankly, that is what worries me. 

Mr. Surexu. Did you want me to answer to that? 

Senator Dovauas. Yes, if you care to. 

Mr. Suieu. As I understand it, President Eisenhower has not asked 
for controls. 

Secondly, I do not believe direct controls is the answer. I believe 
the use of indirect controls, a balanced Federal budget, a sound tax 
program, sound credit policies at the Federal level—— 

Senator Dove.as. Mr. Sligh, may I interrupt and say that in times 
of peace I quite agree with you. I, as you may know, have opposed 
the policies of the Reserve Board and the Treasury w hich for a period 
of time I thought, in order to keep interest rates down, bought undue 
quantities of bonds in the open market and fed credit inflation. 

I criticized the Treasury and the Federal Reserve Board and per- 
haps played a minor part in getting the policy reversed. 

I quite agree with you that in normal times in the absence of war, 
that the indirect controls are far better than the direct controls, but 
it is the question of war which concerns me. 

Mr. Suiex. I am not so sure direct controls have proven out even 
in time of war. That is my point. We have still had inflation, the 
value of our dollar has gone down, the older people on pensions, the 
people who are subject to living under a fixed income have suffered. 

I do not think controls have actually helped. 

Now, as far as a freeze is concerned, which I gather you are speaking 
of, particularly, it seems to me that you could not possibly have a 
90-day freeze without also imposing rationing. 

If you did, the people who had money on the day the freeze went 
into effect would immediately clean the shelves of the goods. That 
is a human-nature act, perhaps unfortuntely, but you point out your- 
self that the people step into the market and buy, so unless you have 
rationing it seems to me you would immediately clean the shelves of 
the goods in this country. 

Those who had an automobile who planned to make it last for an- 
other year or two would immediately step in and buy a new one. 
You would end up with your shortages. 

Those who found out perhaps that they did not need the car quite 
as soon as they thought they were going to might easily sell it at a 
very handsome profit so that you would have illegal high prices. 

You might have legal low prices, but you would have ille gal high 
prices and the illegal high prices would be the market prices and not 
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the prices shown on some sheet of statistics, but they would be the 
actual prices the people were paying. 

You would create black markets, in my opinion, through that same 
method. 

I think also through this freeze proposal, you would tend to keep 
prices at a high level at all times, because in business it has been our 
experience—I know in my own company I have attempted in the 
past to adhere to the President’s request to keep prices down. I 
suddenly found myself embarrassed by the fact that I had prices down 
and that the price-control law went into effect and I was selling my 
goods at a price that I could not afford to sell them at. 

With a freeze going into effect at some time in the future, it seems 
the tendency of business people would be to maintain that high-price 
level. 

For instance, we read in the paper about Stalin’s illness. That 
indicates that perhaps some emergency might be coming up. If 
90-day freeze legislation was on the books, it seems a lot of people 
might feel, ‘‘Well, we better not lower our prices even though inven- 
tories are heavy. There may be an emergency here, they may put in 
a 90-day freeze and if so, we are going to be caught with a low price,’ 
so they will try to keep their prices at a figure at which they can make 
money even under a 90-day freeze. 

I think it would do away with the incentive to produce to a great 
extent and I think it might work a hardship on a great many businesses 
because in looking up the figures, the United States Department of 
the Treasury figures, I believe they show that about one-third of all 
the corporations in the country in any one year are losmg money, 
about one-third of them. 

Now, if a 90-day freeze goes into effect and one-third of the corpora- 
tions of this country are losing money at the time, it seems to me very 
evident that a very great hardship could be imposed upon those small 
businesses, or perhaps those large businesses and upon the people 
employed by those businesses. 

Perhaps they could not withstand a 90-day freeze of prices at a loss. 
Perhaps it would force them out of business, and their workers off the 
job. 

It still seems to me that a free market and the use of indirect 
controls, including a very sound tax program, is the best way to 
prevent inflation during a time of emergency. 

Senator Dove.ias. Even during a war. 

Mr. Suicu. Yes, sir. 

Senator Doveuas. I agree it is probably the best way, but I wonder 
if it is the only way or whether in time of war it rules out direct con- 
trols as a supplementary method. 

Mr. Suicu. My thought on that is this, that economically it does not. 
Politically you gentlemen are better judges than | of whether or not 
it. does. 

Senator Doveuas. I am sure every man is trying to do what he 
thinks is best for the country. 

Mr. Suiicu. However, economically I see no reason why indirect 
controls cannot be used even in time of war. 

Senator Doveias. I think they can be used. 

Mr. Suicu. Effectively. 

Senator Doveuas. I think one of the problems of war is the fact 
that people want to make the expenditures but do not want to pay 
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the taxes. I think im time of war we have to be ready to pay much 
higher taxes than we have had so that we will not have a deficit in 
Government borrow’ ing and bank inflation in credit. I agree on that. 

However, whether that rules out these direct controls, that is 
questionable in my mind, in time of war. 

Mr. Suiex. If you impose those higher taxes and pay for the war or 
for the emergency as you go along, then there would be no need for 
direct controls because the people in the aggregate would be paying 
for the war materiel as it was produced and they would have only 
enough money left to buy the consumer goods which were available. 

Senator Doveuas. I think that is extremely important and if we 
can get agreement on that point, that a larger portion of the costs of 
war be met out of taxation, if we can get everyone to agree on that in 
advance, we have made a tremendous step forward. 

My question, however, is on these speculative increases. The 
speculators can trigger off, so to speak, an increase in prices. 

Mr. Suen. But if you are paying for the war materiel through 
taxation the people will not pay those higher prices because they will 
have only the money to buy the remaining consumer goods and they 
will be paying for the war materiel at the same time, so you will not 
have that condition of an excess of purchasing power chasing a scarcity 
of goods. 

Senator Doveias. Thank you very much. 

Senator Lenman. Mr. Sligh, you testified that after extensive study 
of Federal fiscal problems, ““Our association is convinced that very 
large reductions in Federal expenditures can be achieved in the near 
future.’ 

You have already stated that you will furnish this committee with 
the report, but may I ask you, who made that report, who made that 
study? 

Mr. Sriex. Our government economy committee made the study. 

Senator Lenman. Did you, with respect to military expenditures, 
work with any of the military authorities? Have you any knowledge 
what the defense needs of the country are or will be? 

Mr. Siicu. We cannot be the judge of whether we need more tanks 
or guns, Senator, that is certain, but I do think our committee feels 
strongly that there are expenditures being made in the Defense 
Establishment for perhaps the purchase of real estate or things of that 
kind that are over and above the necessity. 

As I say, I am going to submit this report for the record. I am not a 
member of that particular committee myself, and I did not know that 
that subject was part of our discussion today, necessarily. 

Senator Lenman. I think it is a very important part of our discus- 
sion, when you make a statement of this sort. 

I think it is a fair statement that every one of us and every other 
patriotic man would like to see the budget balanced and like to see 
taxes reduced, if that is possible, but not at the expense of the defense 
of this country and of our security. 

Mr. Stic. I am sure our committee agrees with you whole- 
heartedly on that, sir. 

Senator Lenman. May I point out one thing, that I have not heard 
a single authoritative source give any assurance as yet that the political 
situation—vis-a-vis the Soviets—had improved in the last 6 months 
or 12 months or gives promise of improving within the next little 
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while. No authoritative source, so far as I know, has ever given any 
assurance that the defense needs of this country, if we are really going 
to look out for our security, are going to be any less in the next 6, 12, 
18, or 24 months than thay have been in the past. 

Now, when you run into a situation of that sort, it seems to me that 
prudence requires that at least some machinery be set up to invoke 
controls if the level of expenditures for defense and for other purposes 
related to security should remain constant, or possibly even materially 
increase. 

| have heard military men say that instead of cutting our defense 
expenditures we should increase them. That is my personal opinion. 
[ hope that that will be done and I shall vote for every appropriation 
that strengthens the defenses of this country. 

However, certainly in the absence of any assurance whatsoever 
from any authoritative source—and I believe I am justified in making 
that statement—it would be very, very unwise to cut ourselves off 
at least from setting up machinery that could be made available in 
the event that inflation again threatens us. 

Mr. Suiau. I believe probably our difference of opinion, Senator, 
lies in the fact that you feel the way to control inflation is through 
direct controls. We feel that the way to control inflation is through 
indirect controls. 

We believe in controlling inflation, I am very sure, just as strongly 
as any Senator in the Senate, but we have a difference of opinion as 
to how it should be done. We do not feel it has been controlled 
through direct controls, historically, ever since, I believe, when it was 
first started 4,000 years ago. 

Senator Lenman. May I say this to you: I believe in indirect 
controls, too. I think they have a very real purpose. But I do not 
believe that the raising of the Federal discount rate by a quarter or 
a half of 1 percent is going to have much effect on speculation if 
speculation once sets in. I do not believe it. 

Mr. Suieu. Of course, that is not the only indirect control. 

Senator Leaman. That is right, but that is the one most frequently 
employed. 

I do not think that the rate of borrowing generally is going to affect 
speculation, and it is speculation that we fear would drive up prices. 

1 have seen more speculation under a high discount rate than I have 
under a very low discount rate and I am sure you have too, Mr. Sligh. 

Mr. Stieu. I am wondering if you include taxation as an indirect 
control. 

Senator Lenman. Well, I do not think you can talk about or have 
any assurance that taxation is going to be cut unless and until you 
know that your expenditures can be cut. 

As I have just pointed out, there certainly is not the slightest indi- 
cation that they can be cut in spite of the study that I know we are 
all going to read with a great deal of interest. I would like more 
authoritative reports than the one coming from the National Associa- 
tion of Manufacturers, even though I know that is composed of 
very, very able men. 

Mr. Stier. You pointed out a moment ago that you have heard of 
no one who said our defense needs would be less in the future than in 
the past. I want to point out that we have not said either that our 
defense needs were going to be less. We merely ask for the cutting 
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out of all unnecessary expenditures in the defense setup, and I think 
that a good many people have indicated that perhaps there are some 
unnecessary expenditures in the defense setup, including military men 

[ therefore want to get it very straight for the record that the 
National Association of Manufacturers is not trying to tell anyone 
that the defense needs of our country are less or will be less. We 
merely ask that unnecessary expenditures in the Defense Department 
be cut out. 

Now as far as the indirect controls are concerned, I wanted to 
point out again that we consider a sound tax program a very necessary 
part of indirect controls and we believe in paying as we go. If we 
pay as we go, we feel that the inflationary pressure will be practically 
nil. If a sound credit policy is used, it will help to keep that infla- 
tionary pressure down. 

Senator LeHman. May I say that I agree with my colleague from 
Illinois. I think the best way of preventing inflationary tendencies 
in the face of great needs for defense and security, is to pay a larger 
percentage of the costs out of taxation. We have done well in this 
iast war as compared to the First World War, of course. But we 
certainly have not had a tax structure that in the last 2 years has 
covered the actual or prospective deficit. I would have liked to have 
seen that done. 

Senator Douc.as. In the First World War, as I understand, we 
paid approximately a third of the cost from taxation and borrowed 
two-thirds, and of the two-thirds we borrowed, a large portion was 
bank-created credit which inflated the price levels, and savings out 
of current earnings were affected. 

In the last war we taxed about four-sevenths. 

It is terribly hard to impose taxes because we all wince under them. 
But if we would get an agreement from all sectors of the American 
population that we should greatly raise the percentage of the cost of 
any future war above that three-sevenths of World War II it would 
be a tremendous step forward. 

While I do not want to put either you or the NAM on the spot, 
if we should be unfortunate enough to face such an emergency in the 
future, | hope that we can all go forward on that in the spirit which 
you have outlined. 

Mr. Suiex. Well, I will say that we thoroughly agree with you 
that a sound tax program is the method to be used. There can be 
tax programs that are not sound, of course, but a sound tax program 
we feel, will do away with the necessity of imposing direct controls 
because it will do away with the inflationary pressures which are 
brought about through the excess of purchasing power, as I mentioned 
a moment ago, chasing a scarcity of goods. 

The CuarrMan. Mr. Sligh, maybe you and I could agree 100 
percent here on your statement if | could ask you a few questions. 

One, do you feel that there is any danger of a World War III, or 
a big emergency within the next year or two years that might well 
take any where from 30 percent to 40 percent of our materials for 
war purposes? 

Mr. Suiex. Well, I do not believe that I am qualified to judge as 
to whether or not such a possibility exists. All I know is what I read 
in the papers. 
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The CuatrmMan. Do you gather from reading the papers that 
that might happen? 

Mr. Suieu. | would say it could happen. 

The CuHarrMan. If there is not that danger, then we have certainly 
been misled and are being misled each day or have been misled for 
many, many months or years. Is that correct? 

Mr. Siig. I would say that is correct. 

The CHarrmMan. My next question is, if we should have such an 
emergency that would require 30 percent to 40 percent of our materials 
for war g»ods—and I think in World War II we went up as high as 
45 percent—aunder those circumstances do you think we would need 
price, wage, and rent controls? 

Mr. Siieu. I do not believe we would need price and wage controls. 
I believe indirect controls could take care of that and the allocation of 
critical materials. 

The CuarrMan. If we got to the point where we did not have 
sufficient materials—I will put it the other way around: Do you feel 
if we got to the point where we could build only half as many auto- 
mobiles as we are building today for civilian use—half as many of 
many, many other items—that you would not have to ration or con- 
trol the price on the half that remains for civilian use? 

Mr. Suieu. I believe if the Congress will enact sound tax legisla- 
tion and sound credit legislation that you would not have to impose 
price controls to take care of that situation. 

The CuarrMan. In other words, if we got into a big war that was 
going to take anywhere from 30 to 40 to 50 percent of most of our 
materials, that we would not under those circumstances need price, 
wage, and rent controls? 

Mr. Suiau. I believe you would not need them if you used proper 
indirect controls. 

The CHarrMan. What do you consider proper indirect’ controls 
under this program? 

Mr. Siieu. A sound tax program. 

The CuarRMAN. Do you mean increasing the rates above what they 
are now? 

Mr. Sticu. Not necessarily, because I think our present tax pro- 
gram has many inequities in it and is not completely a sound tax 
program as of today. 

The CuarrMANn. How would you increase rates any higher than 
they are now? On a $1 million income and above, it now goes up to 
91 percent. 

Mr. Siieu. That is one of the inequities. 

The CuarrmMan. What do you mean, it is one of the inequities? 

Mr. Suieu. I say, that is one of the inequities under the present 
law. 

The CuarrMan. If we got into this situation that I am describing- 
and let us hope we do not—if we got into that situation, then you 
would not invoke price, wage, and rent controls, but you would do it 
with indirect controls? 

Mr. Suiicu. That is correct. 

The Cuarrman. And one of your indirect controls would be by 
taxation? 

Mr. Suicu. A sound tax program. 
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The CHarrMAN. Would you increase the rates—in other words, 
would you increase the percentage of taxes that everybody pays? 

Mr. Suieu. Naturally; probably a higher percentage of the total 
income might be necessary under an all-out war. 

The Cuatrman. Then you would increase the rates? 

Mr. Siiex. | would first revise the whole program, Senator. That 
is getting into quite a detailed subject. I am prepared to go into it 
if you wish. 

The CuarrMan. Let us say this: I think we are going to impose this 
year $68 billion in taxes, the Federal Government. In all forms of 
taxes. 

If this emergency we are talking about should cost the Government 
instead of $68 billion—let us say it would cost $150 billion. Would 
you increase the tax rates, then, to insure $150 billion in taxes 
received? 

Mr. Suieu. I think we are getting into some pretty astronomical 
figures. 

The CHarrMan. Well, let us say $100 billion. 

Mr. Sitien. Well, the first thing I would do is cut out all waste. 
We believe that, under the present setup, that can be cut by about 
$13 billion. 

The CuarrMan. Let us say you have cut out all waste and the 
Government is really economically operated and it costs $100 billion 
and we are collecting $68 billion. Would you increase the tax rates 
to insure that the Government would collect, in taxes, $100 billion? 

Mr. Stieu. I would not increase the rates across the board as they 
now exist. I would like to answer that question in a little different 
way: If we consider our total economy as a factor producing goods 
for civilian use—we will say for ease of illustration, 100 units of civilian 
goods—and the people in that plant are being paid for producing those 
100 units, and they in turn then become the consumers of the goods, 
in case of war the Government, as you point out, may take from 30 
to 40 percent of those goods. 

The Government comes along and says, “All right, we want 30 
percent of those units.”’ In other words, ‘‘We want 30 units for war 
materiel.”’ 

The CuarrMan. Leaving 70 percent for civilian use? 

Mr. Suiexn. Yes, but the people in that economy are still being 
paid for producing 100 units. So our suggestion would be to take 
away from the people in taxes enough to pay, in the aggregate, for 
the 30 units of goods used for war materiel or Government consump- 
tion and leaving with the people enough money to buy all the civilian 
voods available. 

Now, that is all the people want and that is all they can get under 
any circumstances, the goods that are available for consumption by 
civilians. 

The CuarrmMan. You would not call that a controlled economy, 
then? 

Mr. Surex. No, I think that is a free economy. They can buy 
anything they want to that is available for civilian consumption. 

The CuarrmMan. In other words, you would not call taking all these 
excess wages and income away from them, the Government doing it, 
that would not be a planned economy? 
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Mr. Srieu. Not unless our economy, since its inception, has been 
a planned economy, which I doubt. 

The CuHarrMAN. You are going to use indirect controls, then, first 
by taxation. What other method? 

Mr. Suicu. Sound credit policies. 

The CHarrMan. Do you mean by that that you would increase the 
down payments on goods sold on an installment basis and decrease 
the monthly payments? 

Mr. Siicu. I would say that would be up to the Federal Reserve. 
If they felt that was advisable under those conditions, they would 
impose it. 

The CuarrMaNn. Is that not about the only way you can control 
credit? Is that not the way you control credit? 

Mr. Siren. Generally. 

The CuartrMAN. The third thing you would do on credit would be 
what, increase interest rates? 

Mr. SticuH. Do you mean on consumer credit? 

The CHarrMAN. On consumer credit or borrowings of any kind 
would you increase the interest rates? 

Mr. Suicu. That is up to the Federal Reserve, as I understand it, 
and they would do the thing they felt necessary at that time. 

Senator Busu. Certainly that would be an effective move for them 
to make. 

Mr. Suiicu. That is correct. 

The CuarrmMan. If you are correct, we might as well tear up any 
legislation we have before us, if you feel that we should have no direct 
controls if we should get into a big war, with the Government taking 
from 30 to 50 percent of our national product. I think my figures 
are correct; in World War II, we used 45 percent. You feel under 
those circumstances we would not have to allocate materials and 
would not have to control prices, wages, and rents. If you are right, 
then I think we might just as well tear up these bills. 

Mr. Suicu. I would agree with your last statement that the legisla- 
tion could be done away with, but I did not say we should not allocate 
materials. I think we would have to allocate critical materials for 
defense purposes only, in all probability. 

The CuarrMan. In other words, you would simply give the military 
all the materials they want? 

Mr. Suen. All that they required. 

The Cuarrman. If they required 45 percent, you would take the 
other 55 percent and leave it on a free market? 

Mr. Sure. That is correct. 

The Cuarrman. You think if you reduce all the materials in the 
United States’ today to 55 percent of what the free economy is getting 
now and what the people would buy, that you would not have to ration 
and you would not have to control prices? 

Mr. Suieu. If you have sound, indirect controls. Now, as I said 
before, whether that is politically possible is something you gentlemen 
will have to decide. Economically, I think it is possible. 

The CuarmmMan. You would not go so far as to advocate, in time of 
war, going on a cash basis, would you, and having absolutely no in- 
stallment sales? 

Mr. Stieu. That is one of my points. I do not think we can sit 
here today and plan something that may come 5 years hence, 10 years 
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hence, or even 1 year hence. We have never been able to do that so 
far. 

As I pointed out in my statement, the mobilization plans that were 
developed for World War II were never used because different condi- 
tions existed when World War II started. 

The CuarrmMan. Do you advocate we completely eliminate all rent 
controls, even in critical areas? 

Mr. Siicu. No, sir, not in critical areas, where the Government has 
been forced to build plants for the production of war materiel, not in 
those particular different defense areas. Rent control might be needed 
there. 

The Cuatrrman. Why do you take such an adamant position on a 
free economy in every way except with the landlord? 

Mr. Siigo. We do not, generally. We allocate materials for 
defense purposes, too, as I stated a moment ago. 

The CHarrMan. You do not recommend controls for the furniture 
business but want to continue rent control for people who own homes? 

Mr. Siicu. Well, as I say, we are not criticizing the landlord—I 
am a landlord, too, and I like a free economy even when I am a 
landlord, but it might be necessary in a defense area. However, the 
NAM has no official position on rent control. 

The Cuarrman. You can never see where it would be necessary, 
even in a big war, to control prices, wages, and rents on automobiles, 
furniture, radios, television, food, and other things? 

Mr. Siieu. Well, Senator, I said if you use proper indirect controls. 

Now, it does not seem to me that the people were protected by the 
use of controls during World War II. As I remember it, the dollar 
has dropped from a real dollar of 1939 to a 53-cent dollar, now. It 
seems to me that the people who have been penalized are the older 
people who were living on pensions, the school teachers, and others 
who have been living within a fixed income. Price control did not 
protect those people. 

The Cuarrman. Let me ask you this: I agree 100 percent that 
price, wage, and rent controls are no longer needed. I did not think 
they were needed as far back as last July. There is no question whether 
thev are needed at the moment or not. I do not think they are. 

What we are talking about is, should we have a 60-day or 90-day 
freeze in case we get into a big war, in order that Congress can decide 
whether it is going to be an extended war. Freeze prices on the day 
that the emergency starts. 

[ believe firmly that had we frozen all prices on the day we went 
into Korea, for a period of 60 or 90 days, and worked from that point, 
that the economy of the country-would today be better off. 

If you take the position—and you may be right—I ‘can see much 
merit in your argument—if you take the position that if we get into 
a big war and we are going to need, or the Government is going to need, 
30 to 40 to 50 percent of the materials, and then you do not need 
controls, then you are 100 percent right, there is no need to have a bill. 
However, I cannot conceive cutting automobile production, or re- 
ducing the number of automobiles produced in America by half today 
and with the money the people have and will have, the prices not 
going up. 

Mr. Suiex. Did price controls keep the price of the automobile 
down during World War II? 

The Cuarrman. I am sure it did. 


Mr. 
sold a 
The 
Mr. 
opinio 
prices. 
ultime 
The 
Did 
vote, 
Mr 
spect 
have 
than 
made 
upon 
to on 
and t 
men, 
policy 
Th 
your 
Mr 
Th 
do ne 
guare 
long- 
will ¢ 
Mi 
avail 
quest 
Th 
V-los 


entir 
M 
Se 


Tl 
fens 
Defe 

M 

T 

M 

Tl 

M 
defe 

7 
tion 
facil 


at so 


were 
yndi- 


rent 


t has 
Ot in 


eded 
On a 
for 


‘ture 
nes? 
d—] 
m a 
the 


ary, 
les, 


rols 
the 
lar 
It 
Ider 
hers 
not 


that 
ink 
ther 


day 
cide 
day 


rent 
int, 


uch 
into 
eed, 
eed 
bill. 

re- 
day 
not 


bile 


STANDBY ECONOMIC CONTROLS 185 


Mr. Suicu. The legal price. But many, many automobiles were 
sold at much higher prices, were they not? 

The CuHarrMan. There is no question about that. 

Mr. Stieu. That is my point. I think there is one difference of 
opinion as to whether we are talking about market prices or legal 
prices. I think the market price is the price that the consumer 
ultimately pays rather than the legal price. 

The CuarrMan. You have made your position very clear. 

Did your organization take a vote on this matter? Did it take a 
vote, or is this just the board of directors’ position? 

Mr. Siien. Let me point out we have no policy position with re- 
spect to rent control. I want to make that deer: Any statement I 
have made in that connection is not a policy of the NAM. Other 
than that, we have 13 policy committees, and each committee is 
made up of from 85 to 200 men and women, and no policy is decided 
upon by the NAM until it has either originated from or been referred 
to one of those committees, passed by a majority vote in committee, 
and then sent on to our board of directors, which is made up of 168 
men, and after a two-thirds vote of that board, it becomes NAM 
policy. 

The CHairMaNn. This position is a position of your committees and 
your board, and not of your entire membership? 

Mr. Stic. Well, it is the position of the NAM. 

The CuHarrMan. I have one other question: Do I understand you 
do not want title LII extended, either? That has to do with V-loans, 
cuaranteed by the Government, defense loans of the Government; 
long-term contracts to purchase needed materials—and of course it 
will also contain a Small Defense Plants Administration. 

Mr. Suieu. As | understand, there are other sources of money 
available to business firms if needed. In direct answer to your 
question, we would do away with all of it. 

The CrarrmMan. You would recommend that the Government drop 
V-loans and defense loans by the Governmen: for long-term contracts 
to purchase needed materials? 

Mr. Sticu. That is correct. Every part of the Defense Production 
Act of 1950. 

The Chairman. In other words, you are recommending that the 
entire act be killed? 

Mr. Suicu. That is correct. 

Senator Bricker. You said you wanted to retain all allocations? 

Mr. Sticu. Well, they would be part of the new legislation. 

Senator Bricker. They are part of the old act. 

Mr. Suicu. Allocation of critical materials. 

The CuairmMan. You recommend the complete dropping of the De- 
fense Production Act with the exception of allocating materials to the 
Defense Department? 

Mr. Suc. That is correct. 

The CHarrMan. All other features of it are going out? 

Mr. Suicu. That is correct. 

The CuarrMaNn. Including the V-loans? 

Mr. Suicu. Everything except the allocation of critical materials for 
defense purposes. 

The CuarrMan. Do you recommend dropping the 5-year amortiza- 
tion plan under which business can build needed defense plants or 
facilities and amortize it for tax purposes over 5 years? 
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Mr. Siicu. As part of this act, yes. 

The CHarrMAN. You would recommend that, too? 

Mr. Stic. As part of this particular act. 

(The following was later received with reference to the above:) 


NATIONAL ASSOCIATION OF MANUFACTURERS, 
New York 20, N. Y., March 5, 1958. 
Hon. Homer E. Capexart, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington 25, D. C. 


Dear SENATOR Capenanrt: In reflecting upon my testimony before your com- 
mittee this morning, it occurs to me that there may have been some confusion and 
misunderstanding perhaps, on my part as well as among members of your com- 
mittee, regarding the brief mention of the amortization provisions of the Internal 
Revenue Code. 

In replying to a question from you, I tried to make clear that the association is 
opposed to the renewal of any of the provisions of the Defense Production Act of 
1950 as amended. This position was qualified to the extent of indicating that it 
might be necessary or desirable to enact new legislation conveying authority to 
permit allocation of critical materials needed for the defense effort. In this con- 
nection, you asked for my views with regard to the rapid amortization of the cost 
of defense facilities. My reply, as I recall, was to the effect that I was speaking 
only with reference to matters covered in the Defense Production Act. 

In any event, in order to obviate any possible misunderstanding on the part 
of you or other members of your committee, | am enclosing copy of the National 
Association of Manufacturers’ policy position on the matter of amortization of 
defense facilities. This, as you will note, was adopted by the board of directors 
on June 14, 1951. 

As you undoubtedly know, the amortization provisions of the law were not a 
part of the Defense Production Act but were included as a part of the Revenue 
Act of 1950 (26 U. 8. C. 124A). Under the circumstances, vou will appreciate 
my desire to clarify the record in this respect, since my testimony this morning 
was directed to the provisions of the Defense Production Act and the standby or 
freeze proposals now pending before your committee. 

I would appreciate it very much if this letter as well as the attached copy of our 
policy position on amortization could be included in the record of your com- 
mittee’s hearings immediately following my testimony. 

I very much appreciate the opportunity to appear before your eommittee this 
morning, and I trust that you will find the views expressed of assistance in the 
consideration of this very important problem. 

Very truly yours, 
Cuas. R. Siien, Jr., President 


ACCELERATED AMORTIZATION 
Adopted by the Board 
June 14, 1951 


The National Association of Manufacturers believes that depreciation at an 
accelerated rate, under certificates issued by the Government certifying that the 
facilities involved are in the interest of national defense, is vital if we are to have 
expansion involving unusual risks. 

The soundness of the accelerated amortization provision, and its value to the 
national-defense program, will be most effective if it is administered according to 
the following principles: 

1. Certificates of necessity should be requested and approved only to the extent 
that the facilities involved are necessary to the national-defense effort, which 
would include facilities necessary to essential civilian as well as military 
production. 

2. Certificates of necessity should be issued in amounts and for percentages 
according to the facts in each individual case as they bear on the above principle. 

3. The intent of Congress is clear that allowable amortization under certificates 
of necessity is a recognized cost, and should be so construed by all governmental 
agencies, including the military departments. The cost resulting is a legitimate 
one for use in the pricing of Government contracts. The Government is not 
‘paying for the facilities twice,’’ as has falsely been alleged. Actually, a certificate 
permits only a difference in the depreciation rate, and if such allegation were true, 
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then the Government would also be ‘‘paying twice’’ in allowing normal deprecia- 
tion. Thus, if a 5-year amortization of the cost of a facility is adjudged the proper 
cost for the purpose of Federal taxes, it should likewise be a proper cost for all 
other purposes. Accelerated amortization, when allowable for both tax com- 
putation and for the pricing of Government contracts, actually permits the 
contractor to recover his capital costs over a shorter pericd of time, and the net 
cost to the Government, on the assumption that tax rates remain substantially 
uniform, is no greater over a long period of years than through normal depreciation 
methods. 

4. Certificates of necessity should be automatically accompanied by allocations 
of materials 

The Cuarrman. Then you recommend everything be droppe d 
except rents in critical areas, and critical materials allocation? 

Mr. Stren. As I said, we have no official position on rent controls. 

The CuarrMan. | think you have made your position 100 percent 
clear, and if you are right, this legislation is wrong. If you are 
wrong, then this legislation is right. 

Senator Ropertson. Mr. Sligh, would it embarrass you to tell us 
who you supported for President last fall? 

Mr. Sticu. Not a bit, sir. I am very proud of the fact that I 
supported President Eisenhower. He is the first winner I have had, 
by the way. 

Senator Rospertson. Did you trust him when you supported him 
for President? 

Mr. Suen. I did, and | still do; yes, sir. 

Senator Ropertson. What do you think of the businessmen who, 
at great sacrifice, agreed to serve in his Cabinet? 

Mr. Siicu. I think the members of the Cabinet are good members, 
including the Secretary of Labor. 

Senator Ropertson. Do you trust them? 

Mr. Suien. I trust them; yes. 

Senator Ronerrson. If you would trust the President and his 
Cabinet not to declare that a serious emergency affecting the national 
economy existed unless it did exist, are you asking us not to trust him? 

Mr. Suen. No, sir, | am not. 

Senator Rosertson. Then we can trust him not to declare an 
emergency unless it is a serious one and actually exists? 

Mr. Siren. I would say you are right. 

Senator RoBERTSON. Suppose we trust him and feel he is not going 
to declare an emergency unless it is a serious one, vitally affecting the 
economy of the Nation, and then we do have such an eme rgency. 

Then, would you say after we are in the midst of that emergency, 
one thing we would do to control inflation would be to develop a 
sound tax program? 

Mr. Suicu. That is correct. 

Senator Rosertson. Will it be a sound tax program to let the 
excess-profits tax expire this year? 

Mr. Suen. I think it would because the excess-profits tax was 
never a sound tax. Admittedly, by the past administration, the 
Secretary of the Treasury stated publicly that the excess-profits tax 
was not a sound tax. 

Senator Rosertson. Then you would not only recommend to 
Congress that we let that expire, but never put it on again? 

Mr. Suicu. I would never put an excess-profits tax on, because it is 
not the way to get money from corporations, if needed, and if you care 
to have me, I will tell you how we do think we should get money from 
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corporations, if needed, in a fair, equitable manner, to produce 
revenue. 

Senator Roperrson. Do you favor letting the top 10 percent on 
income taxes expire next January? 

Mr. Siicu. Yes, sir. 

Senator Rosertson. Those two items will cut the revenue $2.5 
billions. 

Then, there are some super-duper excise taxes on liquor, tobacco, 
and many consumer goods, semidurable and other goods, totaling 
$6 billion that are scheduled to expire. 

Would it be a sound program to let them expire? 

Mr. Siieu. If you want me to tell you what I think in that con- 
nection, I will be glad to do so. 

Senator Ropertson. I asked you a very simple question. 

Mr. Suicu. | will give you what may not be quite so simple an 
answer: 

We would feel that the present excise taxes should all be repealed. 

Senator Ropertson. All of them? 

Mr. Suieu. All of them. 

Senator Ropertson. Not just the $6 billion, but everything we 
get by excess profits taxes? 

Mr. Suieu. I have not concluded. 

Senator Ropertson. You are to include a retail-sales tax? You 
want the excess-profits taxes cut because that takes some corpora- 
tions up to 60 percent, and you think that is too high on them? 

Mr. Suieu. Are you asking me a question or telling me what you 
think? 

Senator Ropertson. I am telling you what you have said up to 
this time and that narrows the field of your answer. 

Mr. Suien. | think if you need additional money from corpora- 
tions, we would not do it through an excess-profits tax. We would 
do it through what we call a corporation-defense tax. We would 
figure the corporation tax at the rate that it was before Korea, which 
was 38 percent. We would then raise the additional revenues needed 
from corporations by the imposition of a tax applied to the tax liability 
figured under the 38-percent rate. 

In other words, if a corporation figured its tax at 38 percent and 
found that it had a tax liability of $100,000, you would then apply a 
percentage of tax, for example, say 45 percent as a corporation- 
defense tax, which would be applied to the $100,000, making a $45,000 
tax to be paid by that corporation as a corporation-defense tax. Out 
of something like 600,000 corporations in this country—I believe only 
about 70,000 of them paid excess profits taxes. We do not think that 
is a fair tax. We think it is a discriminatory one. It kills incentive. 
That is why we would not use it. The corporations of this country 
are perfectly willing to pay their fair share of any tax load that is 
necessary to meet the needs of this country. 

| want to make sure that that is very clear. 

Senator Ropertson. Before you leave the excess-profits tax—— 

The CHarrMAN. Let me ask a question. 

Senator Ropertson. I thought I had the witness and I would 
like to finish my line of thought here. Excuse me. 

The CaarrmMan. You go ahead. 
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Senator Ropertson. I fully agree with you that it is an unscientific 
and undesirable method of raising money and I voted against this 
last one. I intend to let that expire, even if we have to put a top 2 
percent on the surtax of corporations. 

I agree with you that it is an unscientific way and it is impossible 
to fairly apply it and Congress just cannot anticipate all the hard- 
ships that need to be taken out by revision of the law. You cannot do 
it. They arise with different corporations, from time to time, and 
you cannot anticipate them. 

However, if you repeal that, you would have to put a very high 
surtax rate on corporations to get back the $2 billion, approximately, 
that you would lose from the excess profits tax. 

Now, let us assume, then, that we would let that go and we would 
make it up as you say, by finding what would be a fair share of the 
burden for corporations to carry and put that on in a direct tax. 
That is your plan, is it not, in the manner of a surtax? 

Mr. Stieu. In an emergency, we feel that the rates should be—— 

Senator Ropertson. We are in an emergency that threatens infla- 
tion ina terrible way. We have agreed that we all trust the President 
and his Cabinet and he will not declare an emergency unless it exists, 
and he has declared it and now we have to do something about it, and 
[ just wanted to find out how you would handle it. 

You would repeal all excise taxes. Now, what would you put in 
in place of that? 

Mr. Stien. That is what I wanted to be sure to put in the record, 
because you left me hanging here with the repeal of all excise taxes. 

I want to say that we would replace the present excise taxes, which 
we consider a hodgepodge of taxation, with a uniform excise tax, with 
the exception of the liquor and tobacco taxes, and we would not impose 
taxes upon food. But, other than that, it would be a uniform tax. 

Now, as a furniture manufacturer, I am not 

Senator Ropertson. Would you put it on clothing? 

Mr. SticauH. Yes. We would exempt food and food products. 

Senator Rospertson. But you would put it on clothing? 

Mr. Suicu. Yes. 

Senator Ronertson. And you would put it on medicine? 

Mr. Suicu. Yes, sir; everything but food and food products. 

Senator Rosertson. On all other necessities of life you would put 
an excise tax. By that I mean you would put on a tax at the manu- 
facturers’ level that would be pyramided until it reached the consumer. 
The wholesaler would mark up his Herlong amendment on top of the 
manufactured price and the retailer woul get his additional markup 
on top of that and pyramid that general excise tax clear up through 
the line to the consumer on everything he buys, except food. 

Mr. Sticu. In the first place, according to our recommendation, 
there would be no Herlong amendment. Secondly, we would not 
pyramid the tax. We would impose it on the end product of 
manufacture. 

Now, we feel that competition pretty well takes care of any pyra- 
miding in that connection because we do not think the consumer of 
this Nation is going to pay John Jones a pyramided price when Ray 
Smith is charging only the price of the product plus the tax itself’, 
We have a great deal of faith in the 158 million consumers of this 
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United States in keeping this economy on a pretty even keel. We 
think they can do it better than any single individual or small group 
of individuals here in Washington. 

Senator Ropertson. Now, “before this emergency occurs, we will 
have repealed the exce ss-profits tax, $2.5 billion; we would repeal the 
super-duper income taxes, and we would re peal the super-duper excise 
taxes and we have cut off $8.5 billion. 

Mr. Siiex. No, not according to our proposal. That is your idea. 
Our proposal is that we would replace the present excise taxes with a 
uniform excise tax. 

Senator Ropertson. You would have plenty of excise taxes left 
after you repealed the last edition of the 1951 law. You would have 
plenty of excise taxes left after that. You would repeal not only the 
addition of 1951, but you would repeal them all? 

Mr. Suicu. We would repeal all excise taxes and replace them with 
an equal amount of income brought about through the imposition of 
a uniform excise tax. 

Senator Rozertson. When would you start on this new tax pro- 
gram, after the emergency arose, or would you want to have us do it 
right away? 

Mr. Suigu. We have been advocating it for several years, sir. 
This is the fourth year I can remember advocating it. 

The CHarrMan. What do you mean by uniform taxes? 

Mr. Suan. The same rate of tax on everything except liquor and 
tobacco and we would exe mpt food and food produc ts. 

The CHarrMAN. Except those things you exempted, for example, 
I am just using this figure—it would be 5 percent on everything? 

Mr. Suicu. As an example, yes, whatever the rate was that was 
necessary to bring in the same revenue. 

The CHarrMan. I think it is 15 percent on transportation and 20 
percent on cosmetics, and maybe 5 percent on other things. 

You would simply make it the same on everything? 

Mr. Sire. A uniform tax, that is correct. 

The CuarrMAN. A uniform sales tax on everything, to replace these 
excise taxes. 

Senator Roperrson. Now, Mr. Chairman, I have just one or two 
other questions to find out if there is any area of agreement here. 

You want a balanced budget, do you not? 

Mr. SuicuH. We would like one very much, yes, sir. 

Senator Rorerrson. To incorporate the first cut that you recom- 
mend at $2.5 billion, it will take a $12 billion to $12.5 billion cut in 
the President’s spending program to get a balanced budget. 

Mr. Strcgu. Let me point out the first cut we would make would 
be in Federal expenditures. That would be the first cut, and we would 
suggest $13 billion. 

Senator Roperrson. In Federal expenditures? 

Mr. SuieH. Yes. 

Senator Ronerrson. Now, how much in a spending program of 
$78.6 billion is for Federal expenditures, exclusive of military expendi- 
tures, veterans, and interest on the debt? How much do you have 
left? 

Senator Maysank. And foreign aid. 

Senator Ropertrson. Yes, military aid and foreign aid. 
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Leaving out the military, how much is left in dollars or percentage? 
How much is left in there, what are you going to cut now to balance 
this budget? 

Mr. Suicu. You are talking about the remainder left in dollars 
over and above military expenditures? 

Senator Ronmertson. It has been presented to us by President 
Truman and we are supposed to cut until we balance it. 

Mr. Suiex. I am not quite sure that I understand your question. 
Are you supposing that there is no possibility of making any cuts 
except in civilian expenses? 

Senator Ropertson. Oh, no. I say, let us take the cuts out of 
civilian expenses first. How much do you have there to cut? What 
is the total of all expenditures besides military, veterans, and the 
interest on the national debt? You would not cut the interest, would 
you? You would pay your interest on the bonds, would you not? 

Mr. Suicu. I think the civilian functions of the Government in 
the 1954 budget estimate is $16 billion 235 million. We would suggest 
a cut of $4 billion 356 million. 

Senator Roperrson. I do not see how you get that figure. 

Senator Dovetas. I think you are off on that $16 billion. 

Senator Rosnertson. Of course. There is only about 14 percent 
in there and that amounts to about $10 billion. 

Senator Maysank. The whole thing is $12 billion. 

Senator Roperrson. Are you in favor of cutting the pensions of 
the wounded veterans? 

Mr. Sticu. As I mentioned earlier in the hearing, we are sending 
for inclusion in the record our detailed study of the budget and our 
proposed cuts. 

Senator Ronertson. Then I ask you this question: Do you favor 
as one item of domestic spending, cutting the pensions of disabled 
veterans? 

Mr. Suicu. Ask that again. 

Senator Ronerrson. Do you favor, in making cuts of domestic 
spending, cutting the pensions of disabled veterans? 

Mr. Suiicu. | cannot give you that information offhand, Senator. 

Senator Ronerrson. On the supposition that we were going to keep 
faith with those who have been out fighting for our freedom and be- 
come wounded in doing so, that we would not cut that—I set that 
aside. How about interest on national debt? Shall we default on 
interest or shall we pay it? 

Mr. Suicu. As I say, Senator, if you are really interested in our 
budget proposal, we will send you a detailed proposal. Now as far as 
the cutting of veterans is concerned, | have a boy who was in the last 
war and I have a boy in the service today, so I do not think that | want 
to see our youth hurt any more than you do. 

Now if you are really interested in what we hope to do in the way of 
cutting the federal expenditures, then we will send you a complete 
report. 

The CuarrMan. That is goingintherecord. (See p. 203.) 

Senator Ropertson. Yes, but he says, Mr. Chairman, that we have 
some $16 billion from which we can take $4.5 billion. I challenge 
that figure right off the bat. 

Mr. Suiieu. I did not know we were in a tax hearing here today or | 
would have brought other records with me. 
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The CHarrMaANn. Can we not get back to those things that we have 
jurisdiction over? 

Senator Ropertson. Well, it all adds up to his criticism of this 
committee for proposing, in a period of grave emergency, extending 
some power to the President and his Cabinet, whom he says they trust. 

Mr. Suiau. I trust the President to the extent that I find he did not 
ask for any controls or even standby controls. 

Senator Ronertrson. He did ask for allocations and rents. 

Mr. Suicu. We are in favor of allocation of critical materials, but 
I did not understand that the President asked for controls. 

The CHarrman. Whether he did, or whether he did not, and what 
his position is, I do not know. We will find out when the administra- 
tion witnesses come up here, but I would like to make it perfectly 
clear that the responsibility is up to the Congress and not up to the 
President of the United States on legislation. 

It is our responsibility and if this whole business should get away 
from us through some emergency, we will have to take the heat, and 
the President of the United States will not. All he will have to do 
under such a circumstance is to say, ‘‘ Well, I have no law, I have no 
authority, there is nothing I can do until the Congress moves.”’ 

Senator Roperrson. I want to say I am in accord with the witness 
when he says let us cut out all waste, but when we come to defining 
waste, I find there is some difference of opinion. The witness might 
think that soil-conservation payments are waste. Others might not 
think so. 

He might think parity support for basic farm products is waste. 
Others might not think so. 

He might think all rivers-and-harbors improvement and flood con- 
trol are waste, and others might not think so. 

If vou eliminate all of that from what I regard as the domestic 
spending budget, you could not possibly save $4.5 billion. If you 
don’t want to mistreat the veterans, and you do ai want to default 
on your bonds, the rest must come out of the military. 

Mr. Sticu. You can read this detailed report in the record. 
Senator Rosperrson. I think it would be fine if you would present 
it to the Appropriations Committee. 

The CuarrmMan. The responsibility for legislation is up to the 
Congress and the purpose of these hearings is to get the honest, 
sincere viewpoint of every segment of our Nation and anybody who 
wants to testify. We want them to tell us exactly what they think 
and what their opinions are. When it is all finished, we will have to 
take it, evaluate it, process it and come to some decision. 

That is the purpose of these hearings. 

The position of the National Manufacturers Association, is clear. 
They want to drop everything in the Defense Production Act with 
the exception of rents in critical areas and allocation of materials to 
the military. They have a right to take that position. They believe 
that or they would not take it and I have no quarrel with it at all, 
excepting I do think it is the responsibility of Congress to check into 
this whole matter and find out whether something ought to be done 
or ought not. If the Congress decides to doit, that is one thing. If 
they do not, that is something else. 

Mr. Stig. Mr. Chairman, NAM has no official position on rent 
control. 
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Senator LexMan. I am not going to get into the matter of taxation, 
but it is safe to point out that as to the proposal of Mr. Sligh to put 
on a corporation defense tax, that would put an unfair burden on 
corporations that did not profit or benefit in any way because of the 
heightened production during the war. 

The thing I really want to ask about is this: You have testified on 
behalf of your organization that you would recommend the scrapping 
of the entire present bill, which would include the scrapping of the 
Small Defense Plants Administration and also the machinery that has 
been set up for Government loans and long-term contracts. 

Many of the small concerns, of course, require financial assistance 
for expansion of their plants and for the purchase of material with 
which they can carry out contracts running over a very considerable 
period of time. 

Now, I can understand perfectly well how the large corporations 
can finance themselves. The General Electric Co. and the General 
Motors Co. and the Studebaker Co. and many, many other large cor- 
porations requiring financing can go either to the banks, private 
bankers, or to the insurance companies which are now to an increas- 
ing extent interested in making long-term loans. 

However, I would like to have you tell this committee how under 
the sun the average small manufacturer, the average small defense 
plant requiring assistance can count on the financing from usual 
channels which are open to the larger corporations. 

We have had a considerable amount of testimony from small defense 
plants asserting that the Small Defense Plants Administration has 
been not only of great assistance to them but has been the only chan- 
nel that they had for financing. I would like to have you tell me how, 
if we do away with that Administration or do away with the other 
machinery for governmental loans, how the small defense plant can 
really finance itself in producing goods for all that are needed for 
defense? 

Mr. Stianu. You made a statement about the corporation defense 
tax and the excess-profits tax. I think it is pretty hard to define 
excess profits to begin with, and I think it is very hard to define income 
that is obtained because of the war effort. A motion picture theater 
in a defense town might easily be profiting from the war effort, and 
vet you could hardly call it an excess profit because of defense, 
probably. It would not be so defined. 

There are many ways of getting a profit from the war effort so that 
I do not think it is very easily figured out as to which plants should 
pay the tax and which should not, on the one assumption and I think, 
therefore, that all corporations should pay their fair share of the 
defense load. 

Senator Leaman. Even though they have not in any way remotely 
profited from the defense effort, even though they are manufacturing 
the same items and commodities that they have always been manu- 
facturing; even though their profits have not increased, you would 
still put them on that 45 percent basis, equally, every corporation in 
the country? 

Mr. Suiieu. I find that my remarks are not taken just the way I 
mean them. In the first place, I used the 45 percent as an ext ample. 
It might be 5 nercent, it might be 50 percent, it might be 20 percent 
or it might be any one of a number of percentage points. 








194 STANDBY ECONOMIC CONTROLS 


I am a small manufacturer. I will tell you my personal feeling as 
an employer in one plant of about 60 people and another plant of 
about 80 people and in another plant of about 225 people and another 
one of about 100. 

[ would much prefer to pay a corporation defense tax than I would 
an excess-profits tax which I think is entirely discriminatory, unwork- 
able, does not raise the revenue it should, and so on. 

Now as a small manufacturer, my greatest desire would be to have 
the Federal Government enact sound tax legislation which would not 
unduly kill my incentive to produce. I would request that they do 
less re; culating : of business and give our free economy a better chance 
of working. 

We have processed approximately 400 facility forms from small 
manufacturers since last summer in NAM, and we find that the main 
complaint they have is not that they want more help from Govern- 
ment but that they want less interference from Government. I think 
if the Congress really wants to help small business, they will do less 
regulating and see that Government agencies interfere less with small 
business and let the small-business men, who generally are pretty 
capable—I do not think that large-business men have a corner on the 
capabilities in the business field—let the small-business men operate 
their own businesses in a free economy, and I think that you will find 
that you have the vast majority of the small-business men in this 
Nation behind you. 

The Cuarrman. Are there any other questions? 

Senator Payne. Mr. Chairman, I would like to clear up in my mind 
one point. First of all, I want to say to you, Mr. Sligh, I think you 
have given a very fine presentation of the position which your associa- 
tion and yourself personally take with relation to these particular 
bills that are up for discussion. There is no one who agrees more 
thoroughly and who would rather see a free economy exist than I. 

However, I am wondering about a couple of points: 

As Senator Dougals has indicated before, if we could eliminate all 
the period of speculation either on the part of the consumer or upon 
the part of the manufacturer, I think the free economy undoubtedly 
would work and level off. But we do know that when we get into 
periods of emergency, that factor of speculation enters into the picture 
very definitely. 

Looking at pages 8, 9, and 10 of your prepared statement, going 
back to the Second World War, you will remember that there was a 
tremendous amount of scare buying on the part of the consuming 
public at that time because at that particular moment there was a 
scarcity of civilian goods. A great deal of hoarding took place with 
the result that those who had the money were able to walk into the 
stores and buy at that time and store up for their own needs until 
such time as controls came into effect. It was then leveled off 
reasonably well under the rationing, and so forth, so that those who 
did not have quite so much were able to enjoy as much as those who 
had the means to buy. 

Now, we came down to the Korean incident just before that, and 
you refer to the fact that textile and major household and electrical- 
equipment industries piled up a tremendous inventory—and again I 
get into the point of speculation. It was speculation, undoubtedly. 
They had been through a period where there was a tremendous de- 
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mand by the civilian population and in turn the Defense Department 
stepped into us for certain production and, to beat that demand that 
they anticipated, many of those manufacturers piled up tremendous 
inventories feeling there was going to be a great demand. 

My point is this. With no freeze being in effect on prices or wages, 
but being fully aware of the fact that you have an agreement on 
allocation of materials, we get into a situation where the Government 
says, ‘There must be allocated so much of steel’’—and we will use 
only steel for the moment as an example—‘so much steel must be 
used for defense needs and the balance may be used for consumer 
production.” 

Now we get into agriculture. There was a tremendous demand 
for the agricultural products. The farmer must buy tractors, plows, 
harrows, and so forth, to implement the growing of these crops. 
What is going to be his situation if there is no control on wages or 
prices, in the ultimate cost of that piece of goods for him, without 
any control? Is it not going to pyramid in cost? 

Mr. Stiau. In the first place, I understand Mr. Kline of the 
American Farm Bureau Federation is going to testify before your 
committee, and I am sure he is much more capable of handling 
questions concerning the farmer than I. 

I get back to my original statement that indirect controls, I think, 
will do the job, plus the fact that a 90-day freeze, it seems to me, is 
merely going to mean that you are going to clean the shelves off a lot 
quicker. With a 90-day freeze in prices and no rationing imposed 
on the American public, the people who have money as “of today, 
or as of the day of the freeze are going to go out and buy goods, 
If they do, they are going to clean th» shelves. 

The CuatrmMan. Would the Senator yield? 

Would you recommend that if the Congress in its wisdom decides 
on a 90-day freeze that they likewise add giving the President the 
power to ration during that period? 

Mr. Sirau. I would recommend that the Congress do not employ 
price controls. 

The CuarrmMan. I know how adamant you are on that, but you 
did not answer my question. 

If the Congress decided it wanted a 90-day freeze, would you say 
it should be amended to say that the President had the right to freeze 
prices, wages, and rents, and also to ration goods—rather, an anti- 
hoarding amendment is what it would amount to? 

Mr. Sticu. I merely say I do not think it is going to work under 
any situation, but I do not see how it could possibly work when people 
could buy all the goods they wanted at the low price. 

The CuarrMan. You do not answer my question. If the Congress 
decides to pass a 90-day freeze, would you recommend then that 
they add an anti-hoarding amendment to the legislation? 

Mr. Suen. Well, being the President of the National Association 
of Manufacturers and bound by its policies, I can truthfully tell you 
that we have no policy in that connection. We are against direct 
controls, and rationing is a direct control and we are against it. 

We are against a 90-day freeze and we are against price and wage 
controls. 

Senator Ronertson. Mr. Chairman—— 

The CHArrRMAN. You are just “against,” is that it? 
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Mr. Siien. We are for a free America and a better economy and 
a better standard of living through the operation of a free, competitive 
enterprise system. 

Senator Ronertson. Now, you have given, I believe, as your reason 
for opposing the 90-day freeze that consumers would do an inordinate 
amount of buying. 

We had a witness before us yesterday who testified that in some 
industries labor is 80 percent of the cost of production. 

Several years ago, the average was 50 percent. I imagine in the 
furniture business, especially with the high cost of lumber and veneer, 
and so forth, that your labor would not be over 40 percent, but in any 
event you freeze your labor, you freeze all of your raw materials at 
the same time that the price of the unfinished product is frozen, and 
the President in taking that action would announce that prices in the 
future would be controlled on a fair basis. 

Why, then, should there be any industry—you say you knew of 
many who could not stand a 60-day or 90-day freeze—why should 
there be any who could not stand it? 

Mr. Siieu. As I pointed out, Senator Robertson, there are about 
one-third of the companies, independents, according to the Treasury 
figures, each year, which are operating at a loss. 

If that is true and you force these companies to sell their product 
at a loss, which a 90-day freeze would do, there would certainly be a 
lot of companies which could not stand operating at a loss for 90 days. 

The Cuarrman. If they were selling at a loss and could not make 
money because their prices were too high, how are they going to raise 
their prices and go into a profit position? I do not understand your 
economic reasoning. I have been a businessman for 30 years and I 
cannot understand that sort of reasoning, that a price freeze of 60 or 
90 days would have anything whatsoever to do with a man losing 
money. 

Mr. Stieu. You have never sold a product at a loss? 

The CuartrMan. Yes, certainly I have sold a product at a loss. 

Mr. Siigu. And you have never corrected the price of that product 
when you found you were selling it at a loss? 

The CHarrMan. Yes. 

Mr. Suieu. A freeze would prevent that correction, would it not? 

The CuairmMan. But the President can make exemptions under 
those conditions. 

Mr. StieH. In other words, then you are going to increase prices? 

The CHatrMan. Well, it gives him the right to do that. 

Mr. Suigu. Well, if you don’t do it, you are going to put those firms 
out of business. 

The CuarrMan. But it is only a matter of 60 or 90 days. 

Mr. Stiau. If you have prices increased, labor will have to have 
increased wages, and we will go through the same cycle we have gone 
through since 1939, a continual spiral. 

The Cuarrman. The freeze is only for 90 days, at which time it 
completely and automatically expires unless the Congress in the 
meantime passes some permanent legislation. 

Mr. Suigx. But, to answer Senator Robertson’s question exactly, 
the reason the people would buy those goods on the day the freeze 
went into effect is because they know from past experience that under 
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price-control laws, prices increase and wages increase. Historically, 
it is true. 

The CuarrMan. If we get into this big emergency that we think 
we might well get into, is it your opinion, then, that Congress will 
pass some kind of a price-, wage-, and rent-control bill? 

Mr. Suiau. Sir, I am simply not capable of judging what Congress 
will do. 

The CHarrMan. You certainly know from past experience that 
they will. The President of the United States in his message that 
you are quoting so freely, said that he was recommending or that he 
was going to decontrol and if it did not work he would come back to 
Congress for legislation to make it work, did he not? 

Mr. Suien. | think it is working. 

The CuHarrMan. Did the President say that in his message, that if 
it did not work, he would come back to Congress? 

Mr. Surau. I believe so. 

The CHarrMan. You know just as certainly as we are sitting here, 
if we get into a big war, right or wrong—and I can make a good 
argument against it, just as well as you can—that the Congress will 
pass price, wage, and rent controls. They may well be wrong, but 
they will do it: and the President of the United States will recommend 
it, whether it be Mr. Eisenhower, or whoever it is. You know that 
iat as certainly as you are sitting here. 

Now, why aren’t you willing to prepare for it? Why do you wait 
until the emergency is upon you and then you rush around here, and 
under pressure you get a lot of bad legislation; you get a lot of bad 
administrators and you get just what you did during World War II, 
in the Korean war, and so forth. 

Senator Ropertson. It is not that he wants to rush into control 
legislation. He is against the freeze because if we have the power to 
freeze, the President would exercise it and we have to start into a 
control program, but he doesn’t want a control program at any time. 
He doesn’t want the temporary freeze because he doesn’t want the 
permanent bill to follow it. 

Mr. Suicgu. We want the use of indirect controls. 

The CuarrMan. And that is not a planned economy? 

Mr. Stieu. Not indirect controls. 

The CuarrmMan. In other words, the Government of the United 
States setting the interest rate and the Government of the United 
States setting the amount of the downpayments and setting the 
amount of the monthly payments, and setting the interest rate on 
mortgages and the rediscount rate, that is not a planned economy? 

Mr. Suicu. Not as we understand it, no. The individual has a 
perfect right to buy whatever goods he can find on the market and 
whatever price he wants to pay, or he has the right to refrain from 
buying those goods. Those individuals have a right, for themselves, 
of working at the job of their choice, and at the price they want to 
receive for that. 

The CuatrMan. They do not have the right to buy on the terms 
that they might like to buy upon if you have indirect credit controls. 

Mr. Suen. If they do not like the terms, they can refuse to buy. 
They can buy another product. 

The CuarrMan. There is no question that you can, by indirect 
controls, lengthen the downpayments, shorten the monthly payments, 
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putting the people on @ cash basis in America, you can reduce em- 
ployment from 65 million to 40 million. You can bring it even lower 
than that. If you put everybody in America on a cash basis, you 
have reduced your employment. 

Mr. Siicu. Let me point out very clearly that we have not asked 
for any reduction in employment. 

The Cuarrman. No, of course, you have not, but your indirect 
controls have that tendency. 

Mr. Siieu. Not during wartime, 

The CuatrMan. Every time we increase the down payment, you 

take so many people out of the market for those goods. Every time 

you decrease the monthly payments, you take X number of people 
out of the market. Unfortunately, they are the poor people who do 
not have the cash. The people who bave the cash and the money 
get the goods, and the fellow who has no money sits around while 
the fellow with the cash gets it. 

That is the end result of doing it. You cannot get away from it, 
and there is no use of our saying otherwise. A man making $300 a 
month, he can only pay so much a month on an automobile, furniture, 
or a radio. 

Mr. Siicu. We are not against consumer credit. We are talking 
about a wartime emergency. In a wartime emergency, as I tried to 
point out a while ago, there are just so many goods left for consumer 
consumption, and having a lot of money in the pocket over and above 
the prices which are to be paid for those civilian goods does not produce 
any more civ ilian goods. 

The Cuarrman. Who is going to get this percentage of consumer 
goods that is left over after the Government gets all the materials 
they want, if you do not ration them and if you do not control the 
price? Who is going to get them? You know who will get them; 
it will be the favorites of the people who have the cash to pay for it. 

Mr. Siicu. Well, I do not agree with that. I do not think that is 
true in wartime economy or other emergency economy, any more than 
itis now. People with money buy the goods now, too. People with 
no money do not get goods now. 

The Cuarrman. They do if they have credit. They buy goods on 
credit. 

Mr. Sticu. They have to have potential earning power. 

The Cuarrman. I think we interrupted Senator Payne. 

Senator Payne. It is perfectly all right. You were asking questions 
that I would have asked. I am all through. 

The CHArrRMAN. Senator Lehman? 

Senator Lenman. I do not think the witness has at all answered the 
point which you raised which I think is very important. He brought 
up an example of a factory employing 100 people and turning out 
100 units of goods. 

If, under your example, you have 45 of those units required by the 
Government for defense purposes, you would have 55 units left, but 
you would have 100 people who, in the past, have been consumers of 
100 units, all bidding against each other for those 55 units that were 
left, unless there was some price control or some freeze. 

I do not think for a moment your indirect controls, such as credit, 
would discourage to any great extent the scramble that would take 
place for the 55 units or 55 pieces of pie, if you want to call it that. 


That w 
simple e 
Mr. § 
if you 1 
the 45 1 
in their 
could ni 
Now, 
5 units 
55 unit 
plan, v« 
have in 
units. 
illegal | 
In ot 
water, | 
put a si 
is a gre 
and we 
Sena 
Now, h 
I mean 
Mr. 
Sena 
Mr. 
choose 
Sena 
certain 
divider 
pieces 
You 
event ' 
do an) 
even 9 
Mr. 
Sen: 
nectio! 
somet! 
withor 
Mr. 
mobil 
those 
half a 
burea 
The 
Mr 
as we 
Th 
the m 
Mr 
Th 
woulc 


Mr 


‘ em- 
lower 
3, you 


asked 


direct 


t, you 
- time 
veople 
bo do 
Loney 
while 


ym. it, 
300 a 
iture, 


lking 
ed to 
umer 
\bove 
duce 


umer 
rials 
1 the 
hem: 
or it. 
iat is 
than 
with 


ls on 


Lions 


| the 
ught 
out 


‘the 
but 
rs of 
vere 


dit, 
take 
hat. 


STANDBY ECONOMIC CONTROLS 199 


That would have to be divided among 100 people. I think it is a 
simple e eS which the chairman has brought up. 

Mr. Sticu. You have not understood the example, Senator, because 
if you taxed from the people, in the aggregate, enough to pay for 
the 45 units which went for war use, the people would ‘still have left 
in their pockets enough money to buy the remaining 55 units. They 
could not help but have. 

Now, direct price controls certainly are not going to increase those 
55 units in any way. So, under your plan, you would still only have 
55 units available for civilian consumption. However, under your 
plan, you would have an arbitrary price ceiling and the people would 
have in their pockets more than enough money to purchase those 55 
units. So then, they would bid up the prices and you would have 
illegal black-market prices for the remaining goods. 

In other words, you are asking us to take a teakettle, fill it with 
water, put it on the stove, light the flame under it, and then decide to 
put a stopper in the spout to keep the steam from coming out. That 
is a great idea, but sometime very soon that thing is going to go bang 
and we will find the steam and the water all over the kitchen 

Senator LenMan. We have 100 people seeking to buy 55 units. 
Now, how would you pick the 55 people who ec “ould buy those 55 units? 

I mean, how would even taxation handle that? 

Mr. Sticu. How do you pick them under price control? 

Senator Leaman. You do not pick them under price control. 

Mr. Stiau. Would you have a bureau in Washington set up to 
choose those people who should have the goods? 

Senator Leaman. If you have a freeze, plus the rationing, you 
certainly can pick them; you certainly can see that they are evenly 
divided and that there is not that mad scramble of 100 people for 55 
pieces of pie. 

You talk about taxes. You do not think for a moment that, in the 
event we have an emergency, you could write a new tax bill in time to 
do any good. It would certainly take more than 30 or 40 or 60 or 
even 90 days to do that, and it would not become effective. 

Mr. Strau. Do I understand, then, that you are for rationing? 

Senator Leaman. I think if it is necessary to have rationing in con- 
nection with a freeze, I would certainly favor it. I think you have 
something in your argument that it would be difficult to have a freeze 
without some degree of rationing. 

Mr. Sticu. But, with these 100 people who can only have 55 auto- 
mobiles, somebody here in Washington is going to say which one of 
those automobiles goes to each 1 of those 100 people, so that nearly 
half of those people are going to be without automobiles and some 
bureaucrat is going to tell them which ones may have the automobiles. 

The CuHarrMAN. Would you leave it up to the dealers? 

Mr. Suiaun. I would leave it up to the free market operation, just 
as we do today. 

The CuairmMan. Do you mean by that, the fellow who would pay 
the most for the automobile? 

Mr. Sticu. Surely. That is the way our economy is built. 

The CHarrMan. It would be the fellow with the most money who 
would get the automobile? 

Mr. Suiau. Yes, sir. 
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Senator Bricker. Senator Lehman has just emphasized what this 
whole argument has led to, and that is that you cannot have effective 
price and wage controls unless you have, ultimately, rationing, and 
when you have rationing, when you have wage and price controls, you 
have an inhibition on production. You are bound to have it. 

The only answer to inflation and high prices is as much production 
as you can possibly get so as to supply the market for which the capital 
is available. 

Mr. Stien. We agree with that. 

The CuarrMan. Are there any other questions? 

Senator GotpwaterR. Mr. Chairman. 

The Cuatrman. I think we have gotten quite far afield, and I would 
like to bring us back before the witness finishes. 

Sitting here listening to this witness, I have kept tabulations on 
these answers. His general feeling is against any kind of price con- 
trol, whether it is S. 753 or S. 1081. I think the same psychology 
applies to both, and correct me if I am mistaken, but I think it is the 
danger of this standby control being put into effect, or the danger of 
an emergency being called. 

For example, today Mr. Stalin is ill. That would change world 
conditions so that tomorrow quite a run could start on stores of our 
country if they knew that the President could invoke these emergency 
controls. ; 

I think that the thing you are afraid of is just that. I think that 
is the thing that all people who are independent in the free economy 
of the country have fear of. 

Mr. Siren. It is certainly one of the strong points in our argument. 

Senator Payne. That is the thing, if I might ’say it, that is one of 
the questions I raised. 

On page 9 of your statement, Mr. Sligh, at the bottom, you say: 

The very existence of that legislation embodied the threat of controls and 
possible rationing, and tnat fear was a major factor in stimulating both business 
and the public to rush for goods and drive prices up. 

Now, on page 8, at the last part, you say: 

There have been actual recessions in some industries, while others were moving. 
The fear and uncertainty created by threat of contro] helped lead to an ecv- 
nomically unjustifiable accumulation of inventories which, in turn, depressed the 
market. For example, the textile and major household equipment, and electrical 
equipment industries. 

You say that they suffered setbacks for many months. The two 
statements, unless I misunderstand them, contradict each other. 

Mr. Stier. It oaly points out that cortrols do not have an overall 
effect on the economy; thut there are segments of the economy that 
will react in different ways to these controls; that control legislation 
does not mean that we are going to achieve an overall result, neces- 
sarily. There have been inequities under it, and there will continue 
to be inequities under any control legislation, and this is just an indica- 
tion of the various things that can happen. 

I point out that some prices go up and some have gone down during 
a period when we have had controls. 

It does not necessarily mean that price controls will keep prices 
down. Some have gone up. 

Senator Payne. But the answer is, if somcbody could arrive at the 
solution of how you can eliminate the speculation either on the part of 
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the public or upon the part of industry during these periods of grave 
crises, you probably could arrive at the answer of maintaining forever 
a free economy. But you are always going to have those people who 
selfishly enter into the situation and say, “I am going to get mine now 
before this thing happens.” 

Mr. Suicu. | think it was Mrs. Roosevelt who made a statement 
here some few years ago about the rationing of sugar in her column, 
and I believe the next day there was not a pound of sugar to be found 
in the United States. She was very much surprised that the house- 
wives of America would buy sugar just because she had mentioned 
that in her column. That is human nature. 

Senator GotpwaterR. I would like to point out from experience 
something that would answer that question: 

During the Second World War, nylons were a very touchy subject. 
If you had a friend, you had nylons. If you were in business, you 
wished you were not. 

Along came the Korean incident and all the women in the country 
rushed in to buy nylons and there were no nylons left the second day 
after the Korean incident. 

However, the merchants started to buy everything they could get 
and they forgot that we had increased our productive capacity in the 
interim, and the first thing you know—I am a merchant—we were 
stuck with nylons and the price of nylons is down today. 

I mention that just to answer Senator carey s question, that those 
merchants and consumers overbuy. Frankly, I doubt the wisdom of 
taking the speculation out of American economy. I think that is one 
of the things that put us where we are. 

Senator Bennetr. We have been through two experiences in the 
imposition and releasing of price controls in the last 15 years. 

Did price and wage controls hold prices down all through World 
War Il? When we emerged from World War II, was the price level 
the same as it was when we went in? 

Mr. Sureu. No, sir. 

Senator Bennerr. As an automobile retailer, I know that the 
first postwar automobiles were sold at double the price that the last 
prewar automobiles were sold at. We have now gone through the 
Korean experience. 

Has the Korean situation changed materially in the last year? 
Are we not losing as many lives; is not the battle still going on? 

if price controls were really so important in times of emergency, 
why are we not still hanging on to them? Why are we willing now to 
release price controls? There is not a man around this table who will 
vote for the extension of price controls under the present circum- 
stances. And yet the type of emergency has not changed. 

Mr. Suicu. | agree with you that price controls in the past have not 
held down prices and without price controls at various times, prices 
have receded. I agree with you absolutely that we should not impose 
them. 

Senator Bricker. The answer to price is production in relation to 
credit and money. 

The CuarrMan. What is the relationship of our Production at the 
moment in all items as compared to 20 years ago? In other words, 
do we not have the greatest production today in the history of the 
Nation? 
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Mr. Suiau. I believe we have the greatest production we ever had. 

The Cuarrman. And also, the highest prices, do we not, in the 
history of the nation? 

Mr. Suicu. The lowest value of our dollar. That is what happened. 
During price control, we cut the value of our dollar to 53 cents from 
1939. That is one of the very points I have brought out. 

The CuarrmMan. Today we have the greatest production in the 
history of the nation, and we have the highest prices. 

Mr. Suicu. That is because of deficit financing on the part of the 
United States Government. 

Senator Bricker. That is, the 53-cent dollar. 

Mr. Sue. The 53-cent dollar. 

The CuarrMan. For all practical purposes, the budget has been 
balanced since the end of World War II. 

Mr. Suian. I say deficit financing. I think, generally speaking, it 
is agreed that deficit financing is what has created the devaluation of 
the dollar. 

The CHarrmMan. But I say, since the end of World WarII. The 
national debt is only about $2.5 billion greater than it was at the end 
of World War II. 

Mr. Strau. That is correct, I believe, but it is still a deficit. 

The Cuarrman. It is a $2.5 billion deficit and I think that was 
created in the last 6 months. 

Mr. Suien. I do not think the value of the dollar has dropped 
nearly as rapidly since the end of World War II as it did during World 
War II when we had price control. 

The CuarrMan. We are talking about having the biggest production 
we have ever had and you mention the 53-cent dollar. It is also a 
fact, is it not, that we have the greatest production in the history of 
the Nation in the number of automobiles, pieces of furniture, radios, 
bushels of corn, bushels of wheat, number of cattle on the farm, number 
of hogs? 

Mr. Suian. I believe that is correct. 

The CuarrMan. In units, we have the greatest production in 
history. 

Mr. Sticu. That is correct. 

The CuarrmMan. And yet we have the highest prices. 

Mr. Suieu. That is right, because we have devalued the dollar. 

Senator GoLpwaterR. We have the greatest population that we 
ever had, too. 

The Cuarrman. I am glad of it. I think it is a wonderful thing. 
But my point is that we still have the highest prices in spite of this 
great production we are talking about. 

Mr. Stieu. And in spite of a considerable number of years of price 
control. 

The CuarrmMan. The reason for it is the cost of doing business and 
the cost of producing the goods. That is what pushes prices up. 

Senator GotpwaTer. And the 53-cent dollar. 

The Cuarrman. I do not see that that has much to do with the 
number of units you have been producing. 

Senator Gotpwater. If the dollar was worth what it was in 1939, 
you could buy twice as much and prices would be that much higher. 
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The Cuarrman. In other words, if wheat was selling at a dollar a 
bushel, you could buy 2 bushels instead of 1. But you could not 
produce dollar wheat today under existing costs. 

Are there any other questions? 

Thank you very much. We appreciate your testimony; your 
frankness and honesty. 

Mr. Suicu. Thank you, sir. 

(The budget analysis referred to follows:) 


HOW TO BALANCE THE 1954 FEDERAL BUDGET 


An ANALYSIS OF THE PRESIDENT’S BUDGET FOR THE FiscaL YEAR 1954, Witn 
RECOMMENDATIONS CONSTITUTING A First Step Towarp THE GOALS OF 
““Brina GovERNMENT Back Hompe’”’ 


Government Economy Committee, National Association of Manufacturers, 
February 1953 


Poticy STATEMENT ON FEDERAL BupGET CONTROL AND REDUCTION 


(Approved by the NAM board of directors, February 6, 1953, on recommendation 
of the association’s Government economy committee) 


1. Budget balance—maintenance of the national credit—is the first line of 
national defense, and is reaffirmed as the controlling principle of Federal fiscal 
policy and the primary condition of fiscal soundness 

2. Control of the expenditures should be reasserted by: 

(a) Restriction of a»opronriations to demonstrated real needs. There should 
be no backlogs of appropri..tions in excess of needs. Such appropriations pro- 
mote laxity in procurement, wasteful accumulation, and indifference to unit and 
total costs. Existing backlogs should be thoroughly reviewed by Congress and 
reduced to the maxi num extent possible before making new appropriations 

b) Eli nination of open-end commitments. They lead to obligations of in- 
definite amount and thus become an obstacle to effective control of expenditures. 

(c) Review, and where necessary repeal or modification, of substantive legis- 
lation involving expenditure, in the interest of economy and effective budget 
control. 

3. Federal legislative and administrative policies for fiscal 1954 should be 
shaped toward the attainment of the goals set out in Bring Government Back 
Home.! The proposals from the original study which are germane to Federal 
expe ‘nditure control and reduction are quoted below: 

‘(a) Elimination of Federal grants-in-aid and transfer to the States of full 
re sponsibility for the services which they now administer with such aids 

‘“(b) The curtailment, and in some cases, the complete elimination, of Federal 
subsidies to sections and groups, 

‘(c) Elimination of Federal lending and similar operations in competition with 
private business. 

““(d) Reduction of the direct and indirect costs of personnel as the scope of 
Federal services is curtailed, and the introduction of a policy of operating the 
services which are to be performed at the Federal level efficiently and economi- 
cally.” 

1. In accord with the above policy and as a step toward attainment of ultimate 
goals, the Tennessee Valley Authority, the Federal National Mortgage Associa- 
tion and other governmentally owned or operated projects which can be operated 
by private business, should, until such projects are finally liquidated, be limited 
to the fullest extent possible to funds derived from their own operations, with 
no further Federal appropriations made to their account. 

5. There should be no renewal or extension of the International Wheat 
Agreement. 

6. The postal deficit should be reduced by an increase in the first-class letter 
rate from 3 to 4 cents per ounce, and Congress should provide for a study to 
determine necessary changes in operations and advances in the rates charged for 
other classes of mail for the purpose of eliminating the postal deficit. 


1 Bring Government Back Home, National Association of Manufacturers, 1950, pp. 18-20 
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7. The Federal budget of $78,587 million for i 5 
rs idg $78,587 the fiscal year 1954 s : 
reduced $13,053 million by: meas, SEH Spare, 
(a) Exelusion of $2,494 million proposed for later transmission; 


2educt f & “Wi : 
b) Reductions of $10,559 million, the details of which, by department and 
agency, are as follows: : 


Fatcan mt Pod } 7 . Ry T 
Estimated Federal budget expenditures, fiscal year 1954, and NAM proposed 
reductions 
In millions) 
Civilian functior 1954 budget NAM pro- 


inction . posed 
estimate 
reduction 
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partment of Defense (military 45, 400.0 4, 540.0 
Total 76, 092. 8 10, 559. 2 
s of reductior roposed for ci. tn } ; 
1 Detail luctions proposed for civilian departments and agencies, by line items, are given in table 
INTRODUCTION 
kT} wide ne +} sceal waar p hi : : 
The bu iget for the fisca ar 1954, which is reviewed here, appeared under cir- 
~Imetances ¢ _ wives eave tt ‘ : 2° 
cu ances different from any that have existed since 1933. It was prepared by 
an outgoing administration for submission to, and consideration by, a Congress 
and an executive branch Under a different party control. This situation gives a 
q degree of i ortance to the subject, and the problem, of budget review 
und revisi ; For the past 20 years the Federal fiscal policy has been formulated 
1 eontr he +} om rs nwt +} F , . 
con led by ~ ume party In he course of these two decades various 
practices ar d procedures have been introduced which have contributed to the 
ryt e } i t tots +} } harac 7} TT ; ; 
é budget totals it have characterized our recent financial history. It is 
‘ that tT? yinTr’ ms \f ‘ ay 1 . ‘ mal } ; he ; 
I at ( inde s of war and of national security have constituted the major 





cause of large expenditures, heavy taxes, and increased debt, since 1940. But it 





e alen trie that tl ; ar trit - : ° 
A 1 — eories and doctrines re ve to spending, taxing, and borrowing 
ve plaved ar m rts t art na it is s . } ; _ 
aN aved an importa pa And it is also true that there is, in these areas 





he greatest opportunity to review and reconsider, to the end of developing basic 
policies with regard to the national finances more adequately representative of the 





pr t ie Ws O people 
his is not to say that the people generally have definite views or opinions on 
he many details of the budget But they do appear to have decided opinions 
with respect to tax burdens, 1 flation, and governmental costs in the overall. 
If there is to b an appraisal and reevaluation of essential fiscal philosophy and 
procedure, it must be lone now Granted that there is no present responsibiiit y 
and administration for the budget recently submitted by 


W be a definite assumption of responsibility if this 
ht of the attitude toward the finances that has pre- 





siied for so long. Repudiation of this attitude would be far more difficult later 
from the standpoint of practice and also of logic aa: 
Che purpose of this study is an examination of the budget for 1954 with a view 

ng recommendations for reduction that will make possible at least a 
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id be valance between revenues and expenditures. This association has stood con- 
stently for the principle of budget balance, for the attainment of this result by 
ceeping expenditures at the lowest level consistent with efficient performance of 

and he essential public services including national security, and for sound management 
f the public debt with orderly arrangements for reduction of debt principal 
Increased taxation has been approved more than once as being preferable to the 


sed inflation produced by deficit financing, but it is regarded as the ultimate resort, 
to be used only after every possibility of controlling and limiting expenditure has 
been exhausted. 
It is recognized that achievement of these results will require curtailment of 
nany projects and eliminacion of others that are dear to the hearts of their pro- 
pro- ponents and beneficiaries. Further, there may be required in some cases repeal 
! r modification of the substantive legislation which established programs and 
projects that cannot now be justified or afforded. To a considerable extent, 
programs now lacking the justification which they may once have bad are part 
ff the heritage of that past with which the people have broken politically and 
$17 with which they should now be willing to break ideologically. 
a 9 General principles and assumptions 
76. 1 The recommendations that are offered here for reduction of the expenditures 
— 5 budgeted for 1954 have been made in the belief that the new Congress and admin- 
19, 2 istration approach the financial task in a constructive attitude and that there is 
206. 1 a willingness to cut cleanly to the heart of the issues involved. In particular, 
M2 t has been assumed that steps will be taken to correct certain practices which 
42.0 ave so materially contributed to the confusion, notably the following: 
+ ; 1. The enactment of appropriations vastly in excess of the need, or the current 
206. 6 capacity of the economy to produce, or the ability of the agencies involved to 
itilize The principal area in which overappropriation has occurred has been 
356. 4 national defense. Even after giving all proper recognition to the fact that a long 
ead time is required for the production of many kinds of modern military equip- 
162. 7 ment, there can be little question that the amounts appropriated have materially 
ca 6 exceeded all reasonable requirements of this sort. And there can be no question 
whatever that a policy of lavish appropriation promotes disregard of costs, both 
559. 2 with respect to individual item costs and to the aggregate of costs. 
2. The policy of open-end commitments. These commitments occur principally 
tabl in the area of grants, subsidies, and loans. The policy of authorizing them is in 
conflict with the objective of budget balance, for there can never be complete 
ertainty as to the amount of the obligation that must be met because of them 
in any fiscal vear. 
. Other principles and assumptions on which the present study is based are the 
We following: ? 5 r s . 
ae 1. The Congress will act intelligently and courageously in removing the fetters 
_ of established substantive legislation. A familiar experience of those who have 
Pe appeared before congressional committees to advocate expenditure reductions 
_ has been the reminder that there is a law which establishes this particular agency 
ed or which authorizes this particular activity; and since there is such a law, the 
. ™ Appropriations Committee has no option but to continue to nourish it. On 
t is more than one occasion the Appropriations Committees have themselves rebelled 
against the situation by directing various matters to the attention of the other 
4 ¥ committees in charge of the substantive legislation in question. With all due 
eae respect to the committee prerogatives, it is here suggested that in a matter as 
®» vital as the curtailment or elimination of services and agencies, the Congress has 


the remedy in its own hands. 

2. There must be a redefinition of the role of the Federal Government and of 
its relations to the State governments. The controlling objective of NAM pro- 
grams of recent years is set out in a study entitled “Bring Government Back 
Home,” originally published in 1950 and issued, in revised form, in late 1952. 
The entire emphasis of NAM programing in the field of fiscal policy has been 
directed to the attainment of this basic objective. In the present study this 





Bd emphasis is apparent. 

ty 

by Method and pattern 

his This study follows, in general, the pattern and the method of the study which 

re- was issued a year ago entitled ‘‘Cut the Budget: How and Where.’’ The present 

er, report deals, in an overall way, with the budget proposals for military spending 
and foreign aid, or mutual security, and in a specific, detailed way, with the 

ew various agencies involved in the civilian or nondefense affairs of the Government. 
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The touchstone, or basic test, for the great proportion of the civilian agency and 
unit expe nditure ‘s, is the amount actually spent in 1951. As was explained in the 
report of last year, this does not mean that the year 1951 is to be regarded, in any 
sense, as an ideal or typical year. It was the first fiscal year after the beginning 
of the warin Korea. For the present it may be regarded as a norm against which 
to measure the amounts that we can afford to spend, or that may be spent, for 
many of the civilian activities. However, for the long run, even the amounts 
spent in 1951 should prove to be much higher than those ultimately to be con- 
sidered for the agencies, and functions, to be accepted as permanent areas of 
Federal operation. 

In the use that is made here of the fiscal year 1951 as a norm, it is recognized 
that there has been legislative authorization of certain salary increases. This 
report does not undertake to negate those increases. Instead, it has been designed 
on the contrary principle, which is that if there is to be a fixed amount for salaries, 
and if the rates of pay have been increased, a given agency cannot continue to 
e mpl )y aS Many persons as before. The principle used in this study would have 
the effect of reducing the numbers employed if the pay increases were to be ob- 
served. This would have a most wholesome effect throughout the Government, 
for it has been made clear, by numerous studies, that there is extensive over- 
employment in the Government. The limitation of the total amount to be 
expended for salaries introduces an automatic reduction of personnel, a consum- 
mation devoutly wished for but one which, under ordinary procedures, is difficult 
to attain. 


A summary of the 1954 hudaet 


The first step in dealing with the budget for 1954 is to set out, in summary form, 


the magnitudes involved. In briefest fashion, here is the situation: 
TaBLe I.—Summary of the budget for 1954 
Expenditures: Millions 
Total $78, 587 
Less, proposed for later transmission 2, 494 
Total, under existing law 76, 093 
tevenues: Under existing laws 68, 665 
Deficit: 
Including proposals to be submitted later 9, 922 
Under existing laws 7, 428 


The first question to be resolved is the actual amount of expenditure involved. 
As the above fig sures show, there is obviously a difference of $2,494 million, 
according to whether one is dealing with the permissible situation under existing 
laws, or is assuming the enactment of new substantive legislation which would 
make possible the additional expenditures proposed. This is somewhat akin to, 
though not exactly analagous with, the device of proposing initially, a low total, 
and covering the balance of the intended expenditure by supplemental appropria- 
tions to be sent in later. The latter is always a disingenuous procedure. Here 
we are dealing with a recognized necessity of additional legislation as a prerequisite 
to appropriations. 

In the present study the amounts proposed for later transmission are rejected. 
They are set out en bloc, with no supporting detail or explanation as to purpose or 
necessity; there is no present assurance of congressional approval, particularly 
because they are recommendations of an outgoing administration to a new Con- 
gress and administration; and in any event, they are much like a request to endorse 
a blank check. It is therefore assumed here that the bona fide budget, as trans- 
mitted, involves total expenditure of $76,093 million, not $78,597 million. It is 
accordingly assumed that the deficit involved in this budget is $7,428 million, not 
$9,922 million. 

The exigencies of operation during the fiscal year 1954 may produce results 
different from those set out above. One of our cardinal contentions in years pest 
has been that the final line of defense against spending in excess of the amounts 
authorized in appropriations is the control over the rate of spending which the 
Executive, acting through the Budget Bureau, has authority to exercise. If this 
control is properly and adequately exerted, there should be no need for deficiency 
or supplemental appropriations except on a scale so moderate as to involve no 
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serious interference with the spending pattern as originally established by the 
Congress. 

The next step in an analysis of the 1954 budget is to show the distribution of the 
total among the major categories of expenditures. This is given in table IT. 


TABLE II.— Major categories of expenditures, fiscal year 1954 
Amount in 
millions 
Civilian departments and agencies sh ‘ , isin alc datn di, MN 
Department of Defense, military i ‘ ... 45, 400 
Atomic Energy Commission r Ass 2, 700 
Funds appropriated to the President (principally mutual security) ---~_- 5, 408 
Interest on the public debt ber 6, 350 


WOU: duass ee. a, aa stile Fas 76, 093 
THE CIVILIAN EXPENDITURES 


According to table II, the civilian expenditures of the Federal Government 
account for nearly 25 percent of the budget. Yet over the immediate past no 
reduction in this area of spending has been accomplished. As a later section 
of this report shows, the level of the proposed military spending has been decidedly 
downward. But the spending level of the domestic or civilian functions of 
Government has moved in the opposite direction: 


TaBLe IIT.—Civilian expenditures (millions of dollars) 
Amount in 
millions 


1951 (actual ad sion | RG, 104 


1952 (actual) __- ; 14, 672 
1953 (estimate, Jan. 1, 1952)_ 15, 471 
1953 (estimate, Jan. 1, 1953)__..__-- ee, suas ‘sane , 15, 800 
"954 (estimate, Jan. 1, 1953) - ; sdatiiatiic tS i ’ 16, 235 


N. B.—The civilian portion of the budget is determined as follows: From total budget expenditures, 
by agency, the following are excluded: Funds appropriated to the President (princip: lly mutual] security 
Department of Defense (military); Atomic Energy Commission; and interest on the public debt. All 
estimates exclude amounts proposed for later transmission. 


These figures are compiled on an agency basis to compare with the organiza- 
tional basis on which the details of civilian expenditure for 1954 are reviewed. 
This is a period in our history in which every emphasis has been on the need to 
reduce unnecessary spending, to adjust to the exacting burden of defense require- 
ments on our economy, and yet the nucleus of centralized government was con- 
tinuing to expand. Here is a need for severe expenditure appraisal, for an 
evaluation of the proper area of Federal action. Reductions can be effected 
through competent administration and streamlining of organization, but such 
improvements, to be most useful, must be preceded by a reappraisal of sub- 
stantive legislation and a paring of programs in line with the goal of bringing 
Government back home. Here is the key to really substantial cuts in Federal 
cost. 

This review of the 1954 civilian expenditures not only contemplates the benefits 
of a conscientious. economy-minded administration, but assumes that a real start 
will be made in 1954 toward a sound reallocation of Federal functions in line with 
the balance of intergovernmental fiscal relations outlined in Bring Government 
Back Home. The judgments which have led to the civilian expenditures here 
recommended are, therefore, in line with the basic changes of fiscal policy propcsed 
in that association program. They are quoted below:! 

1. ‘Elimination of Federal grants-in-aid and transfer to the States of full 
responsibility for the services which they now administer with such aids.” 

2. ‘The curtailment, and in some cases, the complete elimination of Fed- 
eral subsidies to sections and groups.” 

3. “Elimination of Federal lending and similar operations in competition 

with private business.” 

4. “Reduction of the direct and indirect costs of personnel as the scope of 
Federal services is curtailed, and th. introduction of a policy of operating the 
services which are to be performed at the Federal level efficiently and eco- 
nomically.”’ 





1 Bring Government Back Home, National Association of Manufacturers, 1950, pp. 18-20, 
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These ultimate goals are naturally not attainable overnight. They will re- 
quire gradual but determined steps. And this is the time for the first step. The 
incoming administration is already on record in support of the goal of budget 
balance and curtailed Federal dominion. To that end, this budget analysis, 
adapted to our long-term program, is proposed in the belief that it will serve as a 
constructive and reliable pattern. 

The sum of the cuts proposed in this analysis exceeds the amount that would be 
required to balance the budget. This, however, is no reason for not accepting 
them as a goal, because some leeway for tax reduction must be provided as 
promptly as possible, and this obviously should not be done except by reducing 
the expenditures 

An overall view of the reductions in the major categories of expenditures is 
given herewith: 


TABLE IV .—Budget estimates of expenditures, 1954, and recommended reductions 


{In millions] 


! 
| 


Catesary Budget Recommended 
‘ estimate reduction 

Military departments $45, 400 $4, 540 

Funds appropriated to the President, principally foreign aid 5, 408 1, 500 

Atomic Energy Commission 2, 700 162 
Interest on the public debt 6, 350 

Civilian departments and agencies 16, 235 4, 357 

Total expenditure under existing law 76, 093 10, 559 

Proposed for later transmission 2, 494 2, 494 

Total including items for later transmission 78, 587 13, 053 

TaBLeE V.—Federal expenditures for civilian government, fiscal 1954, with data 


regarding proposed reductions and resulting budget maximums 


[In millions] 











Budget Areas Destitins 
Ctvilion femstions estimate reviewed Proposed t i oe 
; fiscal sources of | reductions acees 

1954 reductions maximum 
$69. 6 $69.6 
‘ 28. 5 28. 5 
the President 8.2 $8. 0 $1.7 7.0 
»S 6, 131.4 », 363. 7 2 628.7 3 5, 502. 7 
A vency 1. 879.7 1, 730.8 765. 2 1,114.5 

General Services Administration 1, 126. 2 226. 1 76.1 1, 050. 1 
Housing and Home Finance Agency 4319.2 $455.5 424.0 
Department of Acriculture 2 031.0 1, 799.3 741.7 
Department of Comm 1,017.0 1,014.1 697.8 
Department of Defense, civil 639.9 496. 5 433. 8 
Department of Interior 658. 9 593. 6 459.9 
Department of Justice 4183.4 § 185.5 434.2 4149.2 
Department of Labor {20.9 264. 7 42.0 278.9 
Department of State 314.7 305. 5 166. 2 148. 5 
Treasury Department 825. 6 672.4 126.9 698. 7 
Post Office Department 668. 8 668. 8 206. 6 462.2 
District of Columbia 12.0 12.0 12.0 
Total, civilian ® 16, 235. 0 2 10, 796. 5 2 4, 356.8 3 11, 878.2 


1 Excludes Atomic Energy Commission. 

Not including veterans’ benefits 

Including veterans’ benefits 
‘ Net effect on budget 

Includes budget items showing excess of receipts 
® Detail may not add because of rounding. 





This section deals with the civilian departments and agencies. A summary of 
the results in this area of the budget is set out in table V. It shows the budgeted 
amounts by agencies, the part of this total that was reviewed in this analysis, the 
reductions proposed within the part examined, and the resulting maximum 
proposed for 1954. 
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The methods used in compiling the statistical exhibits which substantiate the 
totals of civilian expenditure reductions have been given in the introduction, and 
a later detailed table (table XI) cities, by budget item, the basis of each expendi- 
ture curtailment proposed in the civilian functions. Certain items, however, 
require more than the brief explanatory tabular description. Comment on these 
particular items follows here. 


Tennessee Valley Authority 


For some 25 years the Federal Government has been putting money into this 
operation. Without here entering into the question of the original motives and 
purposes of this undertaking, or even the broader question of the resulting economic 
and social benefits for the region affected, the basic facts of the record suggest 
that it may be time now to pause and evaluate the situation. There follows, 
from the general statement of the Authority’s financial condition, the total of 
assets in recent years. These figures also represent the aggregate liability of the 
United States Government. 


TABLE VI.—Assets and net income of the TVA, 1951-54 
Fiseal year Assets Net income 
Millions | Thousands 
1951 $1, 154 $16, 979 
1952 1, 410 | 19, 478 
1953 1, 751 10, 054 
1954 2,017 | 28, 886 


According to this schedule, there is to be almost a doubling of the investment 
in TVA from 1951 through 1954. In other words, during the first 25 years or 
thereabouts, the total investment was gradually built up to $1,154 million: but it 
is now proposed that the total investment be nearly doubled in the 3 years 1951 
through 1954. 

The net income figures are determined by the Authority’s own accounting 
methods, on which no independent check is possible for use in this report. Ac- 
cepting the results as shown by the methods employed, it is evident that the 
earnings record, in relation to total assets, is not satisfactory by any ordinary 
standard. 

The position taken here is that it is now time to discount heavily all of the 
arguments regarding general economic and social benefits without regard to cost 
that were advanced to support and justify the TVA experiment in its early stages 
After 25 years the effectiveness of such arguments and justifications declines. 
After such a lapse of time, and after an expenditure that will total well over a 
billion and one-half dollars by the end of fise al vear 1953, it appears not unreason- 
able to assume that TVA has come of age. It is unreasonable to expect that the 
Government should continue, in 1954 and, so far as anyone can now foresee, for 
an indefinite period thereafter, to appropriate large amounts for an enterprise 
which, by all ordinary standards of competent management, should be, by now, 
on its own and ready to dispense with further Government support. 

The recommendation made in this budget study can be stated very simply. It 
is that there should be no appropriation for this agency from general funds in 
1954 orin any year thereafter. Additional investment will not be entirely halted 
by this proposal. There will be required $19.7 million in 1954 to liquidate prior 
eontract authorizations. This much should be, and is, provided in our figures 
The budget estimates show that some $36.6 million will be spent from corporate 
funds in that year. But by the end of the fiscal year 1953 total accumulated 
earnings will amount to $77.3 million. It would be possible to double the con- 
templated expenditure from corporate funds in 1954, in view of the total accu- 
mulated earnings. Our recommendation is that such earnings constitute the limit 
on further expansion. The reasons for this recommendation are as follows: 

(1) TVA has come of age. It should finance any future expansion out of its 
own earnings, as any private business must do. 

(2) The net income record in relation to total assets is far from satisfactory. 
If this is a result of deliberate policy, the time has come to change that policy. If 
it results from relatively inefficient management, it is time to press for improve- 
ment on that score. 

(3) A new policy which would limit TVA expansion henceforth to that which 
can be financed out of earnings is the only way to correct the situation, whatever 
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its cause, and to terminate the flood of general fund appropriations that has been 
poured into this undertaking. 


Federal National Mortgage Association 

This agency is an example of the open-end commitment policy. It is a pecu- 
liarly pertinent example of the kind of juggling that is likely to occur under such 
a polie: V. 

The Association was established to provide a secondary mortgage market for 
Federal Housing Authority insured mortgages. This purpose was broadened 
after World War II to permit purchase of Veterans’ Administration guaranteed 
home and farm mortgages. The budget for 1954 adds these words of description 2 

“In addition to its role of assistance in strengthening and stabilizing private 
" me financing, the Association ma: been called upon to play an increasingly 
important part in assisting in the realization of special Government housing 
polie’ ies. The Association currently is giving direct support to the Government’s 
efforts to encourage production of critically needed defense, military, and disaster 
area housing.’ 

The open-end feature of this program is the fact that the Administrator of the 
Housing and Home Finance Agency is authorized to borrow up to $3,650 million 
from the Treasury for the purchase of mortgages. It realizes a substantial amount 
from its own operations, but there is continual pressure to expand beyond this 
limit by making fresh drafts on the Treasury. It is anticipated that all but $56 
million of the total loan authorization will have been committed by the end of 
fiscal vear 1954. 

The recommendation made here is that the FNMA be restricted, in 1954 and 
thereafter, to the funds to be realized from its own operations, and that there be 
no further advances from the Treasury in its support. The summary of 1954 
operations shown in table VII will indicate the amounts involved. 

The difference between the total funds provided by financing and the net 
budgetary effect is $109,000,000. This means that the dividend to the Treasury 
and the repayment of borrowing from it, shown under the application of funds, 
are to be provided by new borrowing of an equivalent amount. The implication 
is that these payments are made out of the Association’s own earnings or assets, 
but this juggling is exposed by the details relating to the sources of funds. 

Notwithstanding this kind of manipulation, the budget for 1954 contains this 
Stat ment: 

‘In add ition to principal repayments the Association has perio: lically declared 
dividends to the United States Treasury from net earnings 

The plain fact is, as table VII shows, that the FN MA is expected to increase its 
Treasury borrowings in 1954 by the full amount of both dividend and principal 
pay ments 

The key to our recommendation regarding the operations of the FNMA in 1954 
is the amount to be provided by its own operations. Table VII shows that it will 
realize $438 million from these operations in 1954. Our recommendation is that 
: > amount, or such other amount as may actually be realized, be the limit of 

Association’s operations, and that there shall be no fresh Treasury advances 
The dividend and principal payments are unreal and may be disregarde od. 

This limitation would still permit the FN MA to perform the services which are 
indicated in the budget to be of primary importance. It is now estimated that 
mortgage purchases in critical defense, military, and disaster areas in 1954 will 
be $335 million, a figure well within the total of funds to be realized from opera- 
tions 


The Commodity Credit Corporation 


The Corporation operates on an open-end commitment basis by borrowing from 
the Treasury to finance whatever volume of obligations it may incur. The 
present limit on such loans is $6,750 million, a figure so high as to make the sky 
the limit in the practical sense. 

The Commodity Credit Corporation was established in October 1933. The 
economic circumstances under which it was formed have long since completely 
disappeared; and the purposes for which it was created have been lost from sight. 
The Corporation and its operations have become the center of such powerful 
political and emotional forces that its significance as a symbol of the planned 
Government-supported economy is disregarded. 


? The Budget of the United States for the fiscal year ending June 30, 1954, p. 304. 
* Ibid. 
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raBLE VII.—Summary of operations, Federal National Mortgage Association, 1954 


Funds applied: 
Acquisition of assets (mortgages and furniture) _. $719, 090, 000 
Expenses _ - A 8 >, é ; : i 73, 358, 200 


Total funds applied to operations 792, 448, 200 


To financing: 
Dividend to U. 8. Treasury 34, 000, 000 
Repayment of borrowing from U. 8S. Treasury 75, 000, 000 


Total financing 109, 000, 000 
Total funds applied ‘ : : . 901, 448, 200 


Funds provided: 
Realization of assets _ — oot 323, 005, 000 


Income (interest, fees, etc.) 14, 731, 900 
Decrease in selected capital items __- ; 282, 215 


Total funds provided by operations 438, 019, 115 


By financing: 
Borrowing from U. 8. Treasury 163, 096, 000 
Decrease in Treasury cash 333, 085 


Total funds provided by financing 163, 429, 085 
Total funds provided bab de 901, 448, 200 


Net effect on budgetary expenditures (funds applied 
to operations minus funds provided by operations) 354, 429, 085 

Viewed soberly and objectively, there is no case, under existing economic condi- 
tions, for the continuance of the Corporation’s operations. The analysis of pro- 
grams in the 1954 budget contains the following relative to current assumptions 
as to these conditions: 4 

‘The Corporation’s budget estimates for 1953 and 1954 are based on the general 
assumptions (a) that employment, industrial production, and national income 
will continue to rise; (b) that prices, on the average, vill remain unchanged at 
about the present level; (c) that yields will be in line v ith recent averages; (d) that 
farm production will continue at high levels in the crop years 1952 and 1953; and 
e) that acreage allotments and marketing quotas will be in effect on peanuts and 
certain kinds of tobacco. * * * 

“In considering these estimates it should be recognized that it is extremely 
difficult to estimate fund requirements for the year ending June 30, 1954. They 
are dependent upon weather conditions, the volume of agricultural production in 
this country and in foreign countries, economic conditions generally, food needs 
in the occupied areas and other foreign countries, availability of dollar exchange, 
and many other complex and unpredictable factors.”’ 

A distinction must be drawn between the long-range and the current aspects of 
the issue of agricultural support programs. For the long run, it would appear to 
be wise, in the interest of farmers and of consumers and taxpayers generally, to 
restrict the scope and purpose of these programs to levels which would provide a 
bulwark against disaster without involving the burdens of either control or financial 
support under high-level-prosperity conditions. Even consideration, to say 
nothing of action, of such a policy would require an environment of high, public- 
spirited statesmanship, if sound changes in substantive law-were to be made. 

Meantime, the current problem is the budget situation for the fiscal year 1954. 
The statement quoted above indicates the difficulty of forecasting and the un- 
certainty of any estimates made. The net effect of Corporation operations on 
budgetary expenditures for the fiscal years 1952-54 is estimated as follows: 


1952 (actual) ‘ + $127, 665, 000 
1953 (estimated) — 808, 346, 000 
1954 (estimated) — 729, 294, 000 


4 Ibid, p. 457 
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It is difficuit to find justification for as violent a swing in the net budgetary 
cost from 1952 to 1953 and 1954 as these figures portray, in view of the assump- 
tions, quoted above, on which these projections are based. ‘The budget discus- 
sion gives only a limited explanation, without adequate justification. It is said 
that the chief factors in commodity inventory increase during 1954 are expected 
to be corn and wheat, with wheat acquisitions more than offsetting corn sales. 
Increased forfeitures of both corn and wheat collateral are anticipated. 

In the light of all the circumstances there is no convincing reason or argument in 
the budget to warrant acceptance, now, of the extraordinarily adverse estimates 
offered for 1953 and 1954. The latter vear is of primary concern here. If it is to 
be questioned, as now appears reasonable, the alternatives to be considered for the 
purposes of this budget study are: (1) there will be no deficit in the Corporation’s 
1954 operations, or (2) there will be a deficit or different amount from the 
estimate, probably somewhat lower. 

Che first of these alternatives is selected here. It appears the more realistic in 
view of the actual results for 1952 and of the assumptions used in the budget with 
respect to production, income, and price levels in 1954. It is recognized that under 
existing legislative provisions, there will be no choice in the fiscal year 1954 but 
to cover any deficit that the Corporation may incur. For the present, taking into 
account the further fact that through repayment of loans, sales of commodities, 
and other sources of receipts, there will be available for program purposes in 1954 
a total of $1,989 million, it is assumed that there will be no net budgetary cost. 

The fact that there are existing legislative provisions that would expose the 
Government to the possibility of covering a net budget expenditure of $729.3 
million, as is projected in the budget for 1954, raises the issue of the soundness and 
wisdom of these provisions for the immediate future as well as for the long run. 
The expansion of the price-support program illustrates the tendency to let projects 
of this sort grow without limit. To the original list of so-called basic commodities 
there has been added a list of designated nonbasie commodities and a second list of 
other nonbasic commodities. The estimated cost of the nonbasie support program 
in 1954 is $41.5 million, while for the basic commodity program the cost is put at 
$473.4 million. Actually, however, corn and wheat price supports comprise the 
bulk of the costs. Peanuts, rice, and tobacco will about break even, and cotton 
will account for $41.6 million. It is submitted that the corn and wheat programs 
have got out of control. There should be a review of the underlying substantive 
legislative policy with respect to the entire program, and particularly with respect 
to corn and wheat. 

Other elements of cost will account for $222.3 million of the projected total for 
1954. Of this total, $203.9 million are net interest paid over interest received, 
and net change in working capital. As in the case of FNMA and other Govern- 
ment agencies that operate with the aid of Treasury advances, the expense of net 
interest paid is included in the aggregate budgetary effect of the Corporation’s 
operations. That is, interest is paid on the Treasury advances, but enough more is 
obtained from the Treasury to cover the difference between interest received and 
interest paid. No justification is offered in the budget for the large increase in 
working capital. 

The International Wheat Agreement 

The Budget describes this program as follows: ° 

“The International Wheat Agreement Act of 1949 authorizes the President, 
acting through the Corporation, to make available such quantities of wheat and 
wheat flour to importing countries, and at such prices, as may be necessary to 
exercise the rights, obtain the benefits, and fulfill the obligations of the United 
States under the International Wheat Agreement. In turn, the Corporation is 
authorized to use its general borrowing authority to pay current obligations and 
to be repaid therefor from appropriations made specifically to cover the costs of 
the International Wheat Agreement. Pending such reimbursement, the Corpora- 
tion is authorized to establish the net cost of operations under the agreement 
as a receivable. The Corporation’s net costs charged to the International Wheat 
Agreement were $171,740,395 for 1952. An authorization directing the Secretary 
of the Treasury to discharge the indebtedness of the Commodity Credit Corpora- 
tion by canceling notes issued by the Corporation to the Secretary of the Treasury 
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in this amount is included in the estimates for 1954 under the item ‘International 
Wheat Agreement’.”’ 

The cancellation of notes by the Treasury does not affect the expenditure total 
of the year in which it is done. As the above passage explains, the Corporation 
incurred certain costs in the fiscal year 1952, and these costs were covered by 
funds advanced by the Treasury at the time. Subsequent note cancellation 
involves no further fund transactions. 

To be sure, the cost of such a program must be borne, but under the kind of 
juggling that has been utilized, this cost is buried in the general cost to the tax- 
payers, or in the general increase of public debt. The convenient device of note 
cancellation, occurring as in this instance some 2 years after the event, makes the 
concealment complete. 

The present agreement expires on July 31, 1953. It is reeommended that there 
be no renewal or extension. In support of this recommendation the following is 
cited from the abstract of policy positions of this association:° 

‘The United States Government should not be a party to intergovernmental 
cartels or commodity agreements, and should refuse to do business with them.” 


Department of Defense: Civil functions 

The civil functions of the Department of Defense include some minor activities 
which are not dealt with here, such as cemeterial expenses (repatriation of dead 
military personnel and care of military cemeteries) and the operation of the 
Canal Zone government. The activities and operations that are included here 
are those of the Corps of Army Engineers in connection with river and harbor 
improvement and flood control. 

The first fact to be emphasized is the enormous increase in the expenditures for 
river and harbor improvement and flood control. The record since the fiscal year 
1945, to go no farther back, is shown in table VIII. 


Tasie VIII.—Erpenditures by the Corps of Engineers for river and harbor improve- 
ment and flood control, 1945-54 


Amount in | Amount in 
Year thousands | Year thousands 
1945 _. $136, 127} 1950__- i ; . 637,358 
1946 ‘ 171, 276 | SDR hakid ovaie <ietie 609, 589 
1947 240, 47 3 | 1952__ , i 588, 797 
1948 . 387, 734 | 1953 (estimated) 608, 379 
1949__ —? 573, 687 | 1954 (estimated) 625, 952 


The clue to this immense increase of cost is the shift of purpose that has occurred. 
The Corps of Engineers has been engaged in the improvement of rivers and 
harbors since the early 1880’s. Over this period there*has been no change in 
the river and harbor situation of the country, there being neither more or less 
rivers and harbors now than when this kind of internal improvement was first 
undertaken. Over the years, the Army engineers have distributed their favors 
according to the acts of Congress, improving some streams and harbors where 
expenditures was warranted and some where it was wholly unwarranted. The 
universal prevalence of streams and the liberality of the Congress in authorizing 
some amount, large or small, for so many of them made this appropriation bill a 
well-recognized vehicle for bestowing largess throughout the country. 

For the first generation or more of this accepted appendage of the patronage 
system, the terms used meant just what they said. An improvement to a river 
or a harbor was something designed to benefit the navigation of such river or 
harbor. Flood control was a similarly uncomplicated concept. For example, 
as recently as the fiscal year 1945, the budget desc ription of the river and harbor 
operation was: ‘Maintenance and improvement of existing river and harbor 
works.”’ In that year the amount spent on all of these works, meritorious and 
otherwise, was $55,649,000. The remainder of the total for the year 1945, 
as shown in the above table, was for flood control, which included the perennial 
struggle with the Mississippi and a general scattering of flood-control projects. 

In contrast, con.ider the ns of the river and harbor program for 1954, 
as set out in the budget for that year (see table IX). 

The remainder of the itemization for 1954 need not be given. This comparison 
serves to establish the point at issue, which is that the whole program of the Corps 
of Army Engineers in this area has been shifted from the relatively simple role of 
the early days, which was really improvements to aid navigation and flood control, 





NAM International Relations Committee resolution, Congress of American Industry, 1947 
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to the complex role of these latter days, which is to view each project and deal 
with it, on the basis of power development first and foremost, with aids to naviga- 
tion a poor second, and flood control an incidental companion to power. 


TABLE 1X.—River and harbor program, Corps of Engineers, 1954 


Rivers and harbors and flood control: Thousands 
General investigations ; ‘ : = _. $5, 200 
Construction, general: 

Navigetion projects ; . 88, 000 

Flood control and multiple-purpose projects including power_. 407, 000 
Operation and maintenance, general: 

Navigation projects a apt 67, 000 

Flood control and multiple-purpose projects including power 20, 000 
Flood control, Mississippi River and tributaries . 59, 000 


A guiding principle of this, as of earlier budget studies of the Government Feon- 
omy Committee, is that there should be a termination of the expansion of the 
Federal Government into the area of power production. All of the evidence 
points to an adequate supply of private funds for such developments in this area 
as are needed, both for atomic energy and for general power uses. It is unsound, 
and in the end can lead only to disastrous results for a free private economy, to 
permit the Government to enter so directly into competition with its own taxpayer 
citizens and groups of citizens. Yet it has been the urge and pressure to commit 
the Government more and more extensively in this field that has been primarily 
responsible for the immense growth of the expenditures for river and harbor 
development, and flood control. 

The approach to this issue that has been taken in dealing with the budget 
recommendations for 1954 has been shaped by the general viewpoint that this 
kind of expenditure should be curbed in the maximum degree possible. It is 
recognized that a complete, general halt cannot be called to all projects now under 
way. Where these projects are well advanced toward completion, prudence 
requires that they be carried forward, with an eventual solution of their ultimate 
disposition to be dealt with later. The recommendations for reduction in the 
expenditures proposed for 1954 are based upon a consideration of the possibilities 
of halting, or postponing, continued work on various projects. A summary of the 
details of these recommendations is shown in table X. 


TABLE X.—Recommendations for reduction of the 1954 budget expenditures for 
rivers and harbors, Corps of Engineers 


{In thousands] 


| 
NAM recom-} 





Purpose 1954 budget nietation Reduction 

Construction: Advance planning ; J $3, 500 | 2, 760 | $740 
Navigation projects | 

1. Channels and harbors... _- G05 caclid dy 26, 232 | 22, 962 | 3, 360 

2. Locks and dams . las 14, 435 | 7, 590 | 6, 845 
Flood control 
1. Local protection: | | 

(a) Projects specifically authorized a 58, 108 | 46, 693 | 11, 415 

(6) Projects not requiring specific legislation . _ . _-- 1, 000 | PO Lib. caeahingun 

(c) Emergency bank protection j 400 | 400 = oa 

(d) Snagging and clearing | 600 | Se todd ek oe i 

2. Reservoirs 4 ; aoe 55, 955 38, 255 17, 700 

Multiple purpose, including power | 327, 025 163, 225 | 163, 800 

Lower Columbia fish sanctuary | 3, 950 3, 950 | ineédser 

Wetihsss3501..88 ed ‘ 496, 495 | 290, 435 | 206, 060 
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The Post Office Department 

The amount provided from the general fund to support the operations of the 
Post Office Department continues at a high level. The deficits of postal operations 
in recent years have been as follows: 


Millions Millions 
1951 (actual) $626 | 1953 (estimated) - — -- $666 
1952 (actual) $740 | 1954 (estimated i $669 


The estimated deficits for 1953 and 1954 take into account the increases of 
postal rates that were enacted in 1951. It is evident from the record that increases 
in pay and other operating costs have kept pace with the additional receipts 
provided by the new postal rates. 

The prospect is not a bright one. A drain on the general revenues of. this 
magnitude should provoke serious effort to deal with the situation, regardless of 
any doctrine or philosophy that can be invoked to justify the postal service as 
cne of such broad general character as to warrant a tolerant view of the cost 

In the report of this committee on the budget for fiscal 1953, entitled ‘“‘Cut 
the Budget: How and Where,” issued in March 1952, reference was made to 
certain increases of postal rates enacted or approved in the autumn of 1951. The 
following discussion of the situation is taken from that study (p. 30): 

“In view of these recent changes, it would appear that the first move to make 
in seeking a further increase of postal revenues is the first-class letter rate. For 
many years this rate was 2 cents per ounce. In the early 1930’s it was raised to 
3 cents for deliveries beyond the zone of the originating post office. Later the 
3-cent rate was made universal. The act of October 30, 1951, increased the 
postal card rate to 2 cents, which sharpens the emphasis upon consideration of a 
higher letter rate. 

“This, incidentally, would accord with the action that a private business would 
take if it found that its principal line of output moved fast and sold well, as 
against other items that showed little or no profit.” 

It is again proposed that this step be taken. On the basis of estimated receipts 
from first-class letters and sealed parcels in 1954, and assuming that the proposed 
increase of rate would add to the anticipated receipts by 25 percent, it would 
appear that the postal revenues in 1954 would be raised by $206.6 million. 

As a further step toward elimination of the postal deficit, it is proposed that 
the Congress should provide for a study to determine necessary changes in opera- 
tions and advances in the rates charged for other classes of mail. 

Table of detail of budget analysis on civilian expenditure reductions. 

The detail which follows substantiates by item, the proposed reductions of 
expenditures for organization units which have been summarized at the beginning 
of this discussion of civilian expenditures. 
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NATIONAL DEFENSE 


The programs for national defense and security have always been regarded as 
so involved and technical as to be beyond the pale of criticism by nonprofes- 
sionals. The merit of this view is not at issue here. The general contention of 
civilian students of the military budget to the effect that reductions are possible 
has been supported, recently, by the reports of congressional committees, the 
legislative proposals of members of Congress, and by the revisions of estimates 
by the Budget Bureau itself. 

A notable instance of the last-mentioned procedure is provided by the suc- 
cessive estimates of expenditures for military purposes, domestic and foreign, 
for the fiscal year 1953. Three of these estimates have been issued. The first 
was in the budget for 1953, published in January 1952; the second was in a re- 
vision of 1953 budget estimates, issued in August 1952; and the third was in the 
budget for 1954, dated January 1953. 

The trend of estimates for the fiscal year 1953 is significant. The estimates 
of expenditure for all military purposes, domestic and foreign, declined from $58 
billion as of a date 6 months prior to the beginning of this fiscal year to $48 billion 
for the same aggregate of purposes as of a date midway through the fiscal year 
in question. The difference involved in the use of estimated obligations in the 
total of January 1953 is not serious enough to affect the general conclusion, 
which points to a downward revision of the magnitude of $10 billion. 

In undertaking to appraise the military situation and outlook from the stand- 
point of costs and on the basis of the material presented in the budget, these 
factors are evident: 

First, the record shown in table XII demonstrates that the military cost esti- 
mates have been changed, and by the budget officials themselves. The inference 
is clear that these estimates are never as tight as they have been represented 
at times to be. In the light of this record, it is appropriate to insist that con- 
tinued scrutiny of programs and policies be devoted to the objectives of securing 
still further reductions wherever this is possible without inipairing military 
strength and efficiency. It is assumed that the successive revisions of the 1953 
estimates did not involve a weakening of our military capacity or potential. 

Second, total requested new obligational authority declined through the years 
1952—54, although the carryover is still large (see appendix B). It is worth re- 
peating from our previous budget studies that the authority to make financial 
obligations as provided in appropriation acts exerts a major influence upon 
subsequent expenditures. This is particularly true of the military appropriations, 
especially insofar as these relate to major procurement items requiring consider- 
able time for production and delivery. 


TaBLeE XII.—Various budget estimates of expenditure for domestic and foreign 
military purposes, fiscal years 1953 and 1954 


Fiseal year 1953: Millions 
Estimate of January 1952__ ; ; $58, 005 
Estimate of August 1952_ __ 51, 772 
Estimate of January 1953 48, 003 

Fiscal year 1954: Estimate of January 1953 . 60, 723 


Norte.—Sources and method: The midyear review and revision of budget estimates that was issued in 
August 1952 combined domestic and foreign military expenditures in a single total. This regrouping, done 
for the first time last August, was extended to the estimates originally presented as of January 1952. Aceord- 
ingly, the totals for the estimates of January and August 1952 are comparable. These totals exclude stock- 
piling and other functional activities supporting defense not charged to the Department of Defense. 


The budget for 1954 gives an estimate of domestic military expenditure, but 
it combines foreign military and economic aid. However, it supplies a distribu- 
tion of estimated obligations for the fiscal year 1953 which is used later in this 
study (see table XV). The obligation total will not agree with the expenditure 
total. However, for lack of the latter, the estimated obligation total for 1953 
is used to obtain the estimate of domestic and foreign military cost in the fiscal 
year 1953 which is shown above as the estimate of January 1953. 

The 1954 budget figures show a total for mutual security without segregating 
military from economic aid. In order to obtain a figure for the military part, 
it was assumed that there would be the same relative distribution between mili- 
tary and economic aid as was found to exist in the 1953 estimates of obligations. 
On this basis, 70.5 percent of the mutual security total for 1954 would consist of 
military aid. 
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All of the above figures include budgeted estimates ‘‘proposed for later trans- 
mission.” This was necessary to secure comparability. It does not conflict 
with the general position taken in this study with respect to such items. 

The record of new obligationa) authority requested for military purposes, 
1952-54, is as follows: 


Millions 
Bees selusta Meee CFs SLE . $60, 574 
Seeeicu.-it se eo. Re De eee ene : ae PoveU LO SS 
1954_-__- hash gt tas ; seis Siscans  Giewee 


This decline indicates a definite reduction of total military spending in years 
after 1954, but it provides no comfort so far as that year is concerned. On the 
contrary, it is said that expenditures for procurement are expected to reach a 
peak in 1954 because of the mounting deliveries to be made on the orders that 
were placed in the years 1951-53. 

A ray of hope, from one standpoint, or an element of uncertainty, from another 
viewpoint, is the extent to which the obligational authority provided in past 
years is still uncommitted. A special expert staff of the House Appropriations 
Committee is engaged in ferreting out the necessary details of this subject. It 
is well known that the confusion which exists with respect to the meaning and 
binding character of an obligation has introduced a considerable indefiniteness 
here, which can only be cleared up by a thoroughgoing examination of the details 
of contracts, letters of intent, and other memoranda relating to the undertakings 
involved. Until the results of the staff survey are known there is no way of 
ascertaining, or even guessing, at the amount that may be taken from the accu- 
mulated obligational authority carried over. 

Third, there is greater emphasis than in other recent budgets on the policy of 
maintaining an expansible production base rather than continued accumulation of 
end items, although it is stated that this policy was inaugurated in the 1951 
budget. For example, the new policy is now said to be effective for such items 
as tanks, combat vehicles, artillery, and small arms. By 1954, or soon thereafter, 
oroduction of these items will be reduced to a minimum industrial sustaining level. 
The same is said for most classes of electronics and communications equipment, 
although there will continue to be some procurement of long-lead components in 
this area. Ammunition and guided missile procurement will continue at a high 
rate because of the Korean consumption and the provision of reserve stocks. 
This policy of arranging for standby industrial capacity instead of continued high 
rate production of goods for stockpile—with an eventual wasteful addition to 
military surplus stocks to be sold at a few cents on the dollar—has been urged 
on the procurement authorities by outstanding industrialists, and, from the empha- 
sis given to the subject in the latest budget, with considerable success. The 
obvious economy of such a policy was recognized in the projection of military 
expenditures for 1956 in the revised summary of Bring Government Back Home. 

Apropos of this projection, the following passage from the budget message is of 
interest: 7 

“If we maintain the force level I am recommending in this budget, expenditures 
for the military functions of the Department of Defense should begin to decline 
in the fiscal year 1955 and should continue to decline until they reach the level 
required to keep our Armed Forces in a state of readiness. On the basis of present 
rough estimates, that level may be in the neighborhood of 35 to 40 billion dollars 
annually.” 

The total that was suggested for the military departments in our projection for 
1956 was $34.5 billion. It is interesting to note that the President’s minimum 
level for these departments is $35 billion, although there is no indication in the 
budget message that this level would be reached, according to Budget Bureau 
calculations, by 1956. 

The absence of more information than is provided in the budget, and the lack of 
time available for pursuing the sort of inquiry that would be required to secure 
firm data of an appropriate character, make it impossible to undertake a detailed 
examination of the defense departments with a view to suggesting a series of de- 
tailed expenditure reductions. In lieu of such an examination it is proposed here 


1 Tbid., p. M13. 
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to suggest an overall cut in the aggregate expenditure shown for the fiscal year 
1954. Insupport of this approach are the following considerations: 

(1) There will be a new civilian administration in charge of the Defense De- 
partment operations, to be headed by appointees with long and varied experience 
in the management of large industrial operations. It is reasonable to expect that 
this new administration will be able to find numerous opportunities to reduce 
costs without impairment of the efficiency of the military effort. 

(2) The reports of the congressional committees that have been investigating 
the detailed operations of the various departments of the Military Establishmenr 
are filled with concrete examples of waste and of a lack of intent to get the most fot 
the least money. 

(3) There is a belief, widely held and based upon close observation of the facts, 
to the effect that the results intended to be achieved through the Armed Services 
Unification Act have not been attained. 

Having in mind the possibilities which these new factors together involve, it 
appears reasonable to assume that for the fiscal year 1954 an overall reduction of 
10 percent in the total expenditure anticipated for that year can be effected. The 
total of such expenditure, as now estimated in the budget, is $45,400 million 
under existing laws. A 10-percent reduction would mean an overall saving of 
$4,540 million, or a total defense expenditure of $40,860 million. It must be 
recalled that there was strong support in the House of Representatives last year 
for a ceiling of $46 billion. At that time this proposal was countered by positive 
assertions from the military authorities to the effect that such a ceiling would 
cause a grave crippling of important aspects of the military production effort. 
Yet it now appears that the budget estimate of total defense expenditures for the 
fiscal year 1953 will be considerably below that proposed ceiling. The exaggera- 
tions of that earlier opposition can now be written off. 

Mention has already been made of the anticipated peak delivery during 1954 of 
certain items that have been on order since the years 1951-53. It is recognized, 
in making the above recommendation, that all such deliveries must be paid for, 
if in fact they are made during the coming fiscal year. The magnitude of these 
deliveries, and their cost when made, are not now determinable. In fact, there 
can be no such determination until the results of the survey of committed and un- 
committed obligations has been completed. The proposed ceiling of $40,860 
million on military expenditure in 1954 is submitted now with the greater con- 
fidence because of the expectation that this survey will reveal a substantial volume 
of obligational authority that has not been committed on the support of firm 
contracts. 

THE ATOMIC ENERGY COMMISSION 


The budget format for presenting such details of the Commission’s expenditure 
as are shown does not follow a consistent pattern. For the years 1951 and 1952 
the term “salaries and expenses” is used. In the estimates for 1953 and 1954 
the term ‘operating expenses’”’ is substituted. The record of the total under 
these headings for the years 1951—54 is as follows: 


TABLE XIIT.—Operating expenses, Atomic Energy Commission 


Thousands 
1951, actual.__.__- : eee d ; ..-. $896, 734 
1952, actual____--- iia ndabadanaiia ....-. 1, 344, 080 
1953, estimated 824, 565 
1954, estimated 1, 012, 713 


It is suggested that for the year 1954 an allowance of $850 million for salaries 
would be sufficient. This would permit a reduction of $162.7 million. While 
there will be further additions to plant and equipment in 1954, the scheduling 
of these additions is not indicated, and certainly they will not be ready for oper- 
ation at the opening of that fiscal year. 
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MUTUAL SECURITY 


The budget for 1954 presents the following summary of appropriations and 
expenditures for the fiscal years 1952-54. 


TaBLe XIV,—Budget authorizations and expenditures for mutual security 


[In millions] 


Actual, | Estimated, | Estimated, | Estimated, 


1952 | 1053 | 1964 | 1955 
= = icttieecuiedeeltisindeiiiind ee ee ine Sadliadnntitaedpabainiabhihdpes 
Carryover . : $3, 619 | $4, 222 $4, 217 
New authorizations ‘ socal $8, 645 | 6, 468 | 7, 661 |... . 
Deduct appropriation to liquidate contract authoriza- 
tions —44 vel . |--- Seeom 
Total new authorizations plus carryover.__- i 8, 601 10, 087 11, 87% biae 
Expenditures 4, 982 | 5, 865 x |) ee 
Carryover of authorizations : aed 8, 619 4, 222 4, 217 


The substantial increase of expenditures from 1952 through 1954 is the first point 
to be noted. The rate of spending in 1954 is to be $2,674 million above the rate 
in 1952. However, $2 billion of this total in 1954 is included in the amount pro- 
posed for later transmission. For reasons given above, the entire amount which 
the budget proposes to deal with by later submission is excluded from the budget 
aggregate with which this report deals. According to the above estimates, the 
expenditures in 1954 will be approximately the same as the total of new authoriza- 
tions requested. Deletion of $2 billion from both authorizations and expenditures 
would leave these categories in the same relative position with respect to each 
other. 

No details are given relative to the distribution of the authorizations and 
expenditures for mutual security in 1954. However, the budget does supply some 
illuminating information with respect to the operations of fiscal years 1952 and 
1953. These data are summarized in the following table. 


TaBLE XV.—Allocations under mutual security, 1952 and 1958, on the basis of 
obligations by activities 


[In millions] 








Purpose and region | 1952 actual 1953 estimate 

Military 
Europe : ; bat $4, 341.3 $3, 377.4 
Near East and Africa ccbvdebiskebcons niiibiklll 434.1 537.5 
Asia and the Pacific iene ; ; 4 728. 6 625. 4 
American Republics 27.6 | 62.6 
Total military __-. preennwpeceeesewessccecsonroened 5, 531.6 | 4, 602.9 

Eeonomic and technical assistance | | 
Europe | 1, 608. 6 1, 394.1 
Near East and Africa ‘ . | 153. 5 184.1 
Asia and the Pacific. _- aiaae cepted | 243.7 329.0 
American Republics_- 18, 20.4 
Total economic and technical assistamce__-_.......................- 2, 024.7 | 1, 927.6 

1 





The two most constructive forms of economic and technical assistance are those 
which are described as technical aid and basic materials development. These 
two categories of economic aid accounted, together, for $411.7 million in 1952 and 
$485.5 million in 1953. The remainder of the totals of approximately $2 billion in 
1952 and $1.9 billion in 1953, was composed of refugee relief, student aid, various 
scattered activities, and, in the case of Europe, very substantial amounts of direct 
country aid, which means direct contributions of goods and supplies. 

It must be remembered, however, that the above figures are on an obligation 
basis. They do not, therefore, indicate the actual expenditures. For example, 
the total of obligations for 1953, including both military and economic assistance 
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purposes, was $6,530 million, but the estimated expenditure in 1953 is to be only 
$5,865 million. And as in the case of the domestic military data, it is proper to 
raise the question of the firmness of the obligations or commitments in the mutual 
security area. 

There is a possibility that a review of the obligations for military aid would 
reveal some discrepancies between the budget figures and the facts as established 
by definite contractual obligations. In this report no attempt will be made to 
pare the military side of the mutual-security program, although it would be proper 
to suggest that some reduction could be made here as well as in the domestic 
military costs. 

On the other hand, there is good reason for proposing a substantial reduction 
of the expenditures shown under the general category of economic and technical 
assistance. This heading is accurately descriptive of the two principal types of 
aid or assistance that are embraced here. The economic aid consists essentially 
of gifts or “‘handouts’”’ and the technical assistance consists essentially of instruc- 
tions, advice, and other forms of hel» aimed at the improvement of production 
methods, the discovery and better utilization of natural resources, and the intro- 
duction of practical measures for the betterment of living standards. In the pro- 
gram of federal functions and costs that was projected for 1956 in the revised 
summary of Bring Government Back Home, it was proposed that outright grants 
and gifts of materials be terminated, while technical aid be continued at a reason- 
able level, notably for guidance in agriculture, public health, and public adminis- 
tration. 

The exact amount to be expended in 1954 under the heading of economic and 
technical assistance is not discoverable from the data in the budget. The August 
1952 revision of the budget for 1953 gave, as of that date, an estimated expenditure 
of $2,112 million for all economic aid. Presumably the distribution between out- 
right gifts and technical assistance was much the same as that shown by the obliga- 
tions. If it be assumed that the program for 1954 will not vary materially from 
that of 1953, it would appear that the overall economic aid part of the mutual 
security program would be of the general magnitude of $2 billion, of which about 
one-quarter would be technical assistance. 

The subject of direct economic aid in the form of gifts and grants has been con- 
sidered by the NAM Committee on International Relations. On October 30, 
1952, the board of directors approved a policy statement by this committee which 
includes the following: 

“United States policy during the current fiscal year should be directed toward 
the objective of eliminating economic aid to Western Europe, not directly related 
to and necessary for our mutual defense program, by July 1, 1953.” 

The Government Economy Committee is in accord with this policy. It is 
therefore proposed here that $1,500 million be eliminated from the proposed pro- 
gram for 1954. This would leave intact all that it is now planned to spend on 
technical assistance and basic resources development, which is by all odds the 
most fruitful part of the whole undertaking. 


CONCLUSION 


This study demonstrates that the budget for 1954 can be balanced by expendi- 
ture reduction. It would exclude from serious consideration $2,494 million 
proposed for later transmission and would reduce the cost of organization unit 
programs by $10,599 million, a total of $13,053 million. This leaves a net budget 
expenditure total of $65,534 million. 

Such a result would still leave us with a budget far greater than should be 
tolerated in future. Continued, vigorous effort should be made to bring it down 
to a more reasonable level. 

The long-term goals of this association have been expressed in a recommended 
budget of $51,705 million in 1956. That budget projection is part of the program 
to bring government back home. A beginning must be made now to put into 
operation the basic principles of that program (appendix C) and the structural 
recommendations they involve. Some proposals of the present study constitute 
a first step toward achieving those goals, but still other steps must be taken to 
realize their full benefit and to reestablish the traditional role and integrity of 
our Federal Government. 
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APPENDIX A 


Summary of authorizations and expenditures, enacted, fiscal years 1951-54 


{In millions] 


1951 1952 1953 | 1954 


en s ond 
Carryover of authorizations 


Current authorizations 
New obligational authority 
Reappropriations 
Authorizations to spend from public debt receipts 
Reauthorizations to spend from public debt receipts 
Contract authorizations 
Reauthorization of contract authority 
Deduct appropriaticns for liquidation of prior contract 


sutbority 
Total new obligational authority 


Permanent appropriations (excluding refunds) 
Authorizations to spend from public debt receipts 
Authorizations to spend from corporate debt receipts 











Contract authorizations 633 648 7O8 708 
Total new obligational iority under permanent 
appropriations 6, 863 7, 236 &, 558 8, 420 
Grand total, new obligational authority 84,078 | 92,878 78, 947 65, 079 
Grand total, including carryover 84, 078 131, 568 144, 370 134, 856 
Expenditures , : cde “oy 
From new authorizations 
New obligational authority 38, 685 38, 933 
Appropriations to liquidate prior contract authoriza- 
tions 3, 052 911 
From balances of prior authorizations 30, 871 36, 426 
From authorizations proposed for later transmission 1, 793 2, 404 
From net receipts of business enterprises and revolving 
funds (deduct) —192 -192 
Total expenditures 45, 388 66, 145 74, 209 | 78, 586 
Carryover ~ 38, 690 65, 423 70, 161 | 56, 270 
\ 


! Prior year carryover into fiscal 1951 has been disregarded here 


Source: Compiled from tables 6 and 7 in the Budget of the United States, for the fiscal year ending June 
30, 1954. Sources of funds expended in 1951 and 1952 not given in detail 


APPENDIX B 
Summary of appropriations and expenditures for the Defense Department 


{In millions] 

















| 
1951 1952 1953 1954 
Carryover of authorizations $28, 004 $49,611 | $55, 017 
Current authorizations Te hort eee oe ee 
New obligational authority $48, 223 61, 627 50, 304 41,444 
Reappropriations. 431 364 EP cwoomancs 
Contract autho izations 1, 418 
Deduct appropriations to liquidate prior contract authoriza- | 
tions —2,318 —1, 425 —2, 308 — 132 
Total new obligational] authority 47, 754 60, 566 48, 099 41, 312 
Permanent appropriations 22 8 7 7 
Grand total new obligational authority 47, 776 60, 574 48, 106 | 41, 319 
Grand total, including carryover 1 47, 776 88, 578 97, 717 96, 336 
Expenditures , ata Pye 
From new obligational authority 19, 334 19, 896 
From appropriations to liquidate prior contract althoriza- 
tions 2, 304 | 132 
From balances of prior appropriations 20, 664 25, 202 
From proposed authorizations for later transmission | 100 
From net receipts of business enterprises and revolving | 
funds (deduct) ; . — 398 —170 
Total expenditures J 5 19, 7 38, 967 42, 700 45, 500 














Carryover of appropriations : 28,004! 49,611! 55,017— 


50, 836 


1 Carryover from prior years into 1951 not included. 


Source; Compiled from tables 6 and 7 in the Budget of the United States, for the fiscal year ending June 
30, 1954. Sources of funds for 1951 and 1952 expenditures not given in detail. 
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APPENDIX C 
{ESOLUTION ON PrinctpLEs OF Brinc GOVERNMENT Back Home 


As approved by the association’s board of directors, October 30, 1952, on recom- 
mendation of the association’s Government economy and taxation committees) 
The following principles, amplified in the revised summary of A Program for 

he Reallocation of Tax Resources and Service Responsibilities Between Federal 

and State Governments, published under the title, “Bring Government Back 

Home,” are endorsed as policy of the National Association of Manufacturers. 

1. In a country which seeks to retain free, popular government, service respon- 
sibilities should he performed by the smallest units competent to handle the 
several public services satisfactorily and economically. 

2. The areas of national interest and concern in which only the Federal Gov- 
ernment can adequately serve the national good must be distinguished from 
other areas in which State, or State-local, action constitutes as good, or a better 
way of promoting the national interest. 

3. Proper Federal-State relations depend on the fiscal integrity of the Nation 
and the core of fiscal integrity is a balanced Federal budget. 

1. The tax base should be as broad as the interests to be served by the collecting 
and spending Government, and the tax methods should be such as will tend to 
unify, not divide, the interests of | bss taxpayers. 

5. Taxation is necessary, but it is always burdensome, ana it can be destructive. 
Che dictum of Mr. Chief Justice Marshall should be held constantly in mind: 
‘The power to tax involves the power to destroy.” 

The CuarrMan. The next witness will be Mr. Blake of the National 


Cotton Council of America. You may proceed in your own way, 


Mr. Blake. 


STATEMENT OF WILLIAM RHEA BLAKE, EXECUTIVE VICE PRESI- 
DENT, NATIONAL COTTON COUNCIL OF AMERICA 


Mr. Buake. Thank vou, Mr. Chairman. 

Mr. Chairman and members of the committee, my name is William 
Rhea Blake, and I am Executive Vice President of the National 
Cotton Council of America, with headquarters at Memphis, Tenn. 

The delegate members who make the policies of the National Cotton 
Council gave consideration to the question of standby price and wage 
ceilings at their meeting on January 27 of this year. This delegate 
body is made up of 244 representatives who are ¢ authorized to spes ak for 
the cotton farmers, ginners, merchants, warehousemen, seed crushers, 
and the cotton spinners in all the States that grow cotton in this 
country. A resolution firmly opposing these standby controls was 
unanimously adopted. 

We are opposed to standby price and wage ceilings for three reasons: 

In the first place: Price and wage ceilings are fundamentally bad for 
the country. Our recent experiences have taught us this lesson all 
over again. It is one of the clearest lessons of history , and it has been 
repeated many times in various countries. The hoped-for benefits of 
artificial ceilings are always a cruel delusion, but the damage which 
they do is always very real. Production and sound fiscal policy give 
the only real answer to inflation. Rising prices have never been 
stopped effectively until the goods available were brought.in line with 
the money seeking to buy them. Price ceilings only deceive the 
consumer, while they choke the very efforts that mean real inflation 
control. They destroy the meaning of contracts. They undermine 
the faith men work and plan by. They force productive effort into 
the wrong channels. They disrupt all efforts to plan future produc- 
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tion. They put the whole economy in a state of jitters, induced by 
the knowledge that no Government bureau will ever understand all 
the essential problems of American business and agriculture. Arti- 
ficial ceilings have never served our Nation well in any emergency, 
and we don’t believe they ever will. 

Second: The responsibility for deciding whether ceilings are in the 
national interest should not be transferred to the executive branch on 
any standby basis. 

The question involved is a very fundamental one of national policy. 
Certainly, we all must recognize that the ae of price and wage 
ceilings is just about the most drastic step the Government can take 
with respect to our economic system, short of outright confiscation. 
And yet here we are talking about it almost as if it were an accepted 
part of our American system. 

It strikes me that there is something very dangerous about the 
whole idea of reducing this issue to a mere commonplace one that 
ean be handled in standby legislation. Aren’t we drifting dangerously 
in the direction of accepting this kind of policy as something that will 
be with us always? 

Are we actually coming to think of ceilings as something that the 
country can easily put on and take off as occasion demands? I hope 
we will keep in mind that when business and agriculture and labor 
are forced to go under ceilings, the adjustments which they must 
make are terrifically difficult, wasteful, and demoralizing—and that 
once they are under ceilings, the process of getting extricated from 
them and returning to normal price relationships is also a slow, 
painful, difficult matter of adjustment. The responsibility for de- 
ciding whether, in any future situation, this country should again go 
into the ordeal of ceilings, should never be transferred from that 
branch of Government which is closest to the people—the United 
States Congress. 

Now, I am well aware of the argument that in the event of a truly 
great national emergency prompt action might be necessary—that 
action by the Congress might be too slow. I disagree with this 
point of view. The Congress can act with great rapidity when the 
occasion demands. War was declared on Japan and Germany in 
less than 36 hours after Pearl Harbor. Actually, I believe an examin- 
ation of our past will show that the speed with which Congress moves 
in an emergency varies directly in proportion to the seriousness of 
that emergency. And the point that needs to be made here is: That 
is prec ‘isely the speed at which we should move in imposing wage and 
price ceilings on the American economy. If any emergency that 
might arise in the future is not serious enough to precipitate prompt 
action by the Congress, it is not serious enough to warrant any such 
drastic action as the imposition of ceilings. 

Third: Industry and agriculture today face a great challenge to 
carry out aggressive, forw ard- looking campaigns for expanded markets. 
Unless the war spreads, the success of these campaigns will determine 
whether this country can avoid a bad recession and push on up toward 
higher standards of living and greater national strength. 

Management today is called upon to put great faith in the propo- 
sition that the Government is not going to hog-tie it with controls but 
is going to encourage it to undertake new ventures, make new invest- 
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ments, and push hard for new markets. A standby price- and wage- 
control bill would represent the exact opposite of that encouragement. 
[It would be one of the worst steps that the Government could take 
in the wrong direction at this time. 

The National Cotton Council therefore respectfully urges: 

(1) That no standby legislation be enacted delegating to the 
President the authority to impose price and wage controls, and 

That all provisions of the present Defense Production Act be 
permitted to expire on the dates as scheduled, except for one simple 
authorization to allocate for defense purposes those strategic materials 
which are still in short supply. 

The Cuairman. Your position is if such an emergency comes about 
as the legislation before us anticipates, the Congress ought to handle 
it at the time? 

Mr. Buaxkeg. That is right. 

The CuairMAN. Do you see such an emergency in the near or 
distant future that might necessitate Congress acting on this subject? 

Mr. Buaks. Mr. Chairman, I have no inside information which 
would enable me to answer this question intelligently. I do feel that 
the world situation is unpredictable and there is a possibility that an 
emergency may arise in the future which would require Congress to 
give consideration to economic controls. 

The CuarrMan. In other words, you are not against controls, if we 
get into a big war where the Government is taking 30 to 50 percent 
of the materials? 

Mr. Buaxe. I think Congress would have to consider the gravity 
of a future emergency and let the seriousness of the emergency deter- 
mine type of controls. 

The CuarrMANn. Even under those conditions? 

Mr. Buiake. I would not say that under the most serious type 
of emergency that Congress should not give consideration to controls 
but our basic feeling is that wage and price controls are not an effec- 
tive means of controlling inflation. We have been through economic 
controls twice in a period of 10 years and our experience with infla- 
tionary influences clearly illustrates that production and curbs on 
money supply are the only sound solution to controlling inflation. 
Certainly our experience has taught us that wage and price controls 
have not and will not work. 

The CuarrmMan. Would you say if a war broke out tomorrow, a 
big war, that the Congress would be justified in placing some sort 
of price, wage, and rent controls, or an allocation of materials? 

Mr. Buaxke. I would not want to say at this time, Senator, that I 
thought they would or would not be justified. I think the Congress 
should take a look at the situation as it exists at that time and not 
try now to speculate on what future conditions might be. That is 
what I was trying to say here. 

The Cuarrman. You would not want simple legislation that would 
permit the President to at least hold the situation in the status quo 
while the Congress was taking a look? 

Mr. Buaxe. No, sir; I do not think it is necessary for the simple 
reason that if and when that happens, Congress can certainly deal 
with it expediently. If Congress can declare war in 36 hours, as 
important as act as that is, I have complete confidence that Congress 
will act just as fast on any control legislation that they may deem 
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necessary, If the emergency is serious enough, the Congress could 
pass a simple resolution on a freeze right then and there and then 
proceed to do these things that we are talking about. 

Senator’ Maypank. I| appreciate the thought you have with regard 
to Congress acting so quickly. Suppose the Congress was not in 
session. 

Mr. Buake. They can surely get back in a hurry. 

Senator Bennerr. Senator, can Congress declare war when it is 
not in session? 

Senator Mayank. I did not say that, and this does not say that 
there has to be a formal declaration of war. 
for 2 years. I have always maintained that. 

The CuarrmMan. Do you think there will ever be a formal declaration 
of war again? 

Mr. Buake. If the United States should get involved in all-out war, 
it is possible that it would happen suddenly. I feel sure that Congress 
would take the same expedient action which it took when declaring 
World War II. The authority to impose price and wage controls is 
a terrifically important matter and even if there is no declaration of 
war Congress is the agency that should determine the necessity of 
controls. 

The Cuarrman. That is why we are having these hearings and that 
is why the legislation was introduced. I think the Congress and the 
people should decide whether or not if a great emergency comes upon 
us, 1f we ought to act quickly or whether we want a delay of X number 
of days, or X period of time. 

Senator Maypank. I know that Mr. Blake and the Cotton Council 
have opposed controls in the last 2 years—I do not know what they 
did in 1942. I know we started writing a control law in 1941 and 
war was declared at the end of 1941, and it was months after that 
before the bill was finally passed in the Congress. The hearings 
started, as I recalled, in 1941, and it was sometime late in 1942 when 
Senator Wagner designated Senator Brown to take up the bill. 

The last time we considered it, in 1950, it took us 3 months to pass 
it. I think you testified then. 

Then after it was passed, as you know, the President waited prac- 
tically 5 months. We did not confirm Mr. Johnston, as I recall, until 
January, and during all that time prices ran away. 

My thought was that we could have some standby controls to be 
used only in case of an emergency by the President and the administra- 
tion that people voted into office overwhelmingly. If the President 
and the Cabinet believed the emergency was so great, controls could 
be used. 

I make this statement because that is what happened in 1941 and 


that is what happened in 1950. At that time I happened to be 
chairman. 


We have been in a war 


The CuatrMan. If one believes you do not need it in time of war, 
then there is no necessity for this legislation. 

Senator Maysank. That is right, none at all. 

The Cuarrman. I can make a good argument for that, but I know 
as certainly as I am sitting in this chair, if you do get that situation, 
the Congress is going to, after a period of time—I do not know whether 
it is 1 day, 10 days, 2 weeks, or 3 weeks—they are going to pass & 
control law. My position is based on experience, knowing that that 
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is going to happen, that we would be better off if we were prepared 
for it in advance and we would get much better legislation and ad- 
ministration. 

You get back to the point, of course, that you do not want the 
President to pull the trigger. That is a very debatable subject, and 
there is much merit on each side. 

Senator MayBank. You have accomplished this much, I would 
say, at least get the views of those who oppose it and those who are 
in favor. 

Mr. Buake. Mr. Chairman, it seems to me that the decision on the 
seriousness of the emergency is a decision that should be made by the 
agency of Government ‘closest to the people, and that is the Congress. 

This is no reflection on the President. It is not said in that spirit. 

The CuarrMan. Will you yield for just one moment: The decision 
would be made by the Congress as to whether or not the freeze 
extended longer than—well, the bill calls for 90 days. It may well 
be 60 days. The decision under the legislation would be up to Con- 
gress to say whether or not it continued. Congress, if it was out of 
session, could come into session and by concurrent resolution imme- 
diately repeal it and say: ‘‘We do not want this,” and it would only 
last a week. 

Senator Bricker. How would they get into session if the President 
did not call them? 

Senator Maysank. We can have a recess, and reassemble by a call 
of the majority and the minority leadership. 

Senator Bricker. That can be done, of course. 

I want to agree with exactly what has been said here. I think it 
is the responsibility of Congress to determine a public policy. This 
is a matter of very serious public policy affecting our whole economy. 
It is too much power to give to any one man, however much we respect 
him and trust him. It is not given to him in the Constitution of the 
United States. It is our place to determine whether there ought to 
be a price freeze, whether there should be controls, what kind of 
controls, and they ought to be determined in the light of the facts 
that exist at that time. That is an obligation of a Congressman and 
a Senator and I shall never vote to abrogate that responsibility. 

The CuarrMan. You did so vote when you gave the President 
standby controls on manpower. You gave him the right to draft 
zero men next month or if there was an emergency, in his opinion, 
and in his alone, he can take 1 million or 10 million. 

Senator Bricker. We determined that in the light of the facts at 
that time, and we set up the proper controls over it and that is what 
we ought to do in a case of this kind. 

Senator MayBanKk. I believe we should do the same thing. If 
standby controls are used we should immediately meet and write 
the rules of the game. Congress should do that. Also, I think it 
was a good point that you brought up. We put in the last control 
bill that Congress or the Executive, either, could do away with any 
section of the Defense Production Act. It might be well to put that 
in the freeze so that Congress can do it. 

The Cuarrman. There are certainly lots of good arguments on both 
sides. I want everyone to understand I can see both sides of it. 

Thank you very much. 

The next witness is Mr. Riggle, of the National Council Farmer 
Cooperatives. 
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STATEMENT OF JOHN J. RIGGLE, SECRETARY, NATIONAL 
COUNCIL OF FARMER COOPERATIVES 


The Cuarrman. Mr. Riggle, you may proceed in your own way. 

Mr. Rigetx. Thank you, Mr. Chairman. 

I am John J. Riggle, secretary of the National Council of Farmer 
Cooperatives, whose members are associations purchasing farm pro- 
duction supplies and marketing farm products for their farmer 
members. 

For almost 3 years the American people and their resources have 
been in the process of being geared to an economy which ene ompasses 
both the production of goods and services necessary to maintain and 
raise the civilian standard of living, and at the same time mobilizes 
manpower and defense equipment to a level necessary to stave off 
the attack of a powerful adversary. 

This program has increased production capac ity for both civilian 
and mobilization requirements to where the production of needed 
goods in orderly fashion is in sight from here on, as far as our future 
can manifest itself under present conditions. Our people have been 
conditioned to live in this armed climate and accept it as part of the 
economic and political picture, without, however, abandoning hope 
that world events may in time bring peace, and relax the need for 
continual military preparedness. 

I might say, Mr. Chairman, that I think that is the difference in 
the situation at this time of our other crises, and the last two par- 
ticularly, this increase in the productive capacity of the country and 
the increase in production following that increase in capacity. I 
think that has considerable bearing on the present situation and the 
situation if an emergency arose. 

That the economy has pretty well adapted itself to this dual 
production activity is evident in the sliding off of commodity prices 
and the regular increase in agricultural and industrial production 
indexes. In the financial area, the outward movement of gold during 
the last few months, the strengthening of interest rates, the assumption 
of financial leadership by the Federal Reserve System and the begin- 
ning of a policy to mobilize and develop the potential productive 
resources of the remainder of the free world through prudent foreign 
investment and self-help policies, indicate the groundw ork for domes- 
tic and foreign economic stability is being laid. 

These and other current developments, such as the recent rapid 
relaxation of price and wage controls, indicate that the policy of con- 
trolled inflation is being modified to such an extent that it appears 
that we have made the major adjustment to our broadened economic 
program. With purposeful guidance through the indirect controls 
available to the Government, it should not be necessary to hold over 
the economy the threat of reimposition of direct price and wage 
controls. 

The existence of such authority tends to keep the administered 
prices and wages of the industrial and commercial world at higher 
levels while prices of commodities, traded in the open markets will 
feel only a light tendency for support at high levels in anticipation of 
freezes under standby authority. The net aftermath of wage and 
price control has been to leave administered prices and wages at an 
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increasingly high level as compared to the prices of primary com- 
modities such as farm products. 

As long as defense production requires the use of scarce commodi- 
ties, materials, and production facilities, it will probably be necessary 
to continue allocation authority. This will be particularly true as 
long as the source of these materials is in foreign lands or there is 
necessity for sharing with foreign claimants in ‘the use of strategic 
materials both of domestic or foreign origin. 

Until, through sharing investment and know-how, the potentials of 
friendly nations are more fully developed to contribute to the balance 
of the free-world economy, both in production and consumption, it 
will be necessary to continue the authority to guide the movement of 

certain goods and commodities in foreign trade. This is particularly 
true in countries which have set up incentives for increased production 
of certain commodities through price supports, tax differentials, 
quotas and the like. 

Senator Bricker. I notice that you are for section 104 and the 
continuance of it. 

If we do not continue the wage- and price-control bill, section 104 
is properly a matter for the Finance Committee and should be pre- 
sented there, I think. It was tacked on as an amendment in the first 
place to this bill on the floor, and I think it ought to have a pretty 
careful analysis by the Finance Committee. 

Senator Mayrank. We had rather extensive hearings during the 
last 2 years. It was at the request of the Finance Committee. There 
was no question of jurisdiction between Senator George and myself. 

Senator Bricker. If we do not continue this bill, then I think it 
becomes a matter properly for the Finance Committee. 

Senator MaysBank. I think so. 

Mr. Rieaie. This would contemplate the continuation of the 
present law, and also the section 104. 

Senator Maysank. Of course, section 104 refers to allocations. 

The CuarrMan. [ think it is in title 3 

How do you feel on rent controls? 

Mr. Rieeis. We have no policy on that. 

The CHarrMan. And you have no policy on the so-called V loans 
that are a part of the bill? 

Mr. Riaeue. That is right. 

Until the free countries of the world unite on an international 
economic and trade policy which encourages the production of com- 
modities and goods where economically feasible, and distribution to 
where they are needed, the National Council favors the continuation 
of the principle of section 104 of the Defense Production Act with 
regard to our agricultural products. We have in this country a 
relatively fat diet in the commodities covered in section 104 in addi- 
tion to others and yet countries with a relatively lean diet, at a time 
when we are trying to increase their production-consumption ratio, 
regularly ship here foodstuffs needed in their own or other lean-diet 
countries and not needed here. The goods are attracted by our 
prices, supported at a higher level, but the foreign producers of these 


products receive little benefit from these operations since the exchange 
is controlled and used for the wants of others in higher income brackets. 

We therefore are opposed to any standby or freeze authority in the 
wage and price field. There is need for allocation authority to get 
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equitable distribution of some commodities, here and abroad, as 
between defense and civilian needs. Section 104 is a necessary part 
of this allocation authority if we are to continue to advocate through- 
out international organizations, an adequate diet for all our allies 
in the free world. 

We have, however, no doubt that a prudent executive would have 
plans perfected and ready to submit to the Congress promptly in the 
event of any emergency of such severity as would require the freezing 
of the economy pending the working out of more equitable emergency 
measures. 

To that extent I agree with the previous witness, here, that this 
is a matter for Congress to keep under its control. It is not a question 
of responsibility or irresponsibility. 

Senator Bricker. I noticed a statement the other day in the public 
press to the effect that England has now an average consumption 
of 3,100 calories a day. We have 3,700 here. I suppose 3,100 is 
more conducive to good health than 3,700, but is the consumption 
of food throughout the world coming up to standards of health? 

Mr. Rieeuie. Yes; it is, in Europe and some of the other countries 
which are more or less industrialized. There are seven countries 
which exceed the United States. She is seventh in number of calories. 
A good many of others are in Europe, Finland, and perhaps, Denmark 
and some of those others. A great many of the nations of the world 
need these products. 

The CuarrMan. Are there any questions? 

Thank you very much, Mr. Riggle. We appreciate your testimony. 

We will recess at this time and meet again at 2 p. m. 

(Whereupon, at 12:30 p. m., the committee recessed to reconvene 
at 2 p.m. the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2 p. m.) 

The CuarrmMan. Mr. Kline, will you come forward, please? 

This is Mr. Kline, President of the American Farm Bureau Feder- 
ation. 


STATEMENT OF ALLAN B. KLINE, PRESIDENT, AMERICAN FARM 
BUREAU FEDERATION 


The CuarrMan. You have a statement and you may proceed in 
your own way. 

Mr. Kuinzg. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, this statement we 
did furnish to the committee yesterday. I would like to request that 
the statement be made part of the official record of the hearings of 
this committee as it is. 

I believe I can save time and present the viewpoint of the American 
Farm Bureau more readily by just discussing the major points in these 
proceedings. 

The CuarrMan. Would you like to have your statement printed in 
the record as is? 

Mr. Kurne. Please. 
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The Cuarrman. Without objection Mr. Kline’s statement, as 
written, will be printed in the record at the end of his oral testimony. 
He will proceed to talk extemporaneously. 

Mr. Kuine. We merely noted that the American Farm Bureau 
Federation is an organization of farm families. It is completely self- 
governing, it is on a voluntary basis, and you have to pay to get in. 
There are 1,492,282 families in 47 States and the Island of Puerto Rico. 

The officers are all selected by the members 

We are fortunate in that we had an annual meeting in Seattle in 
December and no major changes in the economic situation have taken 
place since that time when a resolution on this subject was written. 

A copy of our resolution on this economic situation is appended and 
is made part of this report. As a matter of fact, this presentation is 
based on that resolution. 

In the first place, it is necessary to note that we are in a far-advanced 
inflationary period which is international in its nature and which has 
been going on since the beginning of the Second World War. This is a 
major economic fact. There is no argument about it. 

We are at a point in this inflation where in the United States, the 
dollar is worth about 50 cents as compared with the prewar dollar. 

In this kind of inflation there are extraordinary imbalances arising 
out of the inflation. There are various tendencies which are always 
present in such a circumstance. 

One of them is that it does appear to a good many people and often- 


‘times to governments that the best answer to the temporary diffi- 


culties is further inflation. I will illustrate this in brief in a moment. 

Senator MayBank. Would the gentleman mind an interruption? 

Mr. Kune. No. 

Senator MaysBank. Farm prices have not undergone inflation in 
the last 6 or 8 months. 

Mr. Kune. I will illustrate that point. 

The second point I wish to make, Mr. Chairman, is that at this 
point in an inflation there are also powerful deflationary forces. 

Senator MayBank. That is the case with the farmer, is it not? 

Mr. Kune. Yes. 

In 1948 and 1949 we had a serious deflation in farm prices which was 
more severe than the present one. 

Senator Maysank. That is why we passed 90 percent of parity 
upon all goods that were supposed to be controlled in this committee. 

Mr. Kurz. I have heard of that. 

As I say, these inflationary forces are very powerful. There is a 
tendency to inflate on the part of Government or some groups of 
people, to try to solve the dilemma. 

Senator MayBaANK. Secretary Benson put on 90 percent of parity 
for dairy products. I listened attentively to Senator Griswold’s 
speech 1 in the Senate and I think he made a very fair appraisal of it. 
The substance of the statement was that you could not fail to support 
the farmer when the manufacturer and the business people are sup- 
ported as you and I both know; through the Maritime Commission 
to aid the shipowners; through allocations to the CAA to aid the air- 
lines; through certain high tariffs; through certain minimum wage 
and hour laws, because at the same time that this was happening, as 
he said, in Nebraska the minimum wages had been raised on the proj- 
ects that the Government was building out there and that therefore 
they were taking the labor away from the farmer. 
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That happened in my State: they raised the underskilled laborers in 
the Government agencies 10 cents an hour, so how in the world can 
we refuse to offer similar help to the farmer? 

We cannot treat him separately from the business man or from the 
wage earner, can we? 

Mr. Kurnz. I certainly agree that the farmer wants to be on a fair 
basis and you may be certain that we are going to try to get there. 
That is our job. 

Senator MayBank. I am glad to hear you say that. The Farm 
Bureau has always done that. 

Mr. Kune. If there is a certain level of price fixing in a certain 
industry it must be spread to all industries. The certainty then is 
that we will fix all prices. 

Now, as I say, we are in this situation. Furthermore, we have de- 
cided now as a country, at least, as a government, and certainly I 
think as a majority of the people, that we do not wish to take what 
seems to be the easy answer and to get over some of these difficulties 
by continued inflation. 

I think we have decided not to. 

Furthermore, we are determined in trying to avoid deflation and I 
again believe that the American people have decided to. When I 
hear someone say we are going back to a 100-percent dollar, may I 
say “may we be saved some way,” because the only real possibility 
here is to keep a free-enterprise system, as I see it, and to keep this 
free-enterprise system we must get the value of money somewhere* 
near level. 

Senator Busu. Are you taking the view then, sir, that the large 
part, if not all of the inflation that you have referred to, the 50 per- 
cent, approximately, is frozen into this economy and it is going to 
stay there? 

Mr. Kurne. Well, the brief answer to your question would be 
“Yes,” but because it is so complicated a situation I would have to 
amplify. 

Senator Busn. By and large we are not going to get rid of the in- 
flation that has taken place since 1939, is that right? 

Mr. Kune. Having given a “Yes’’ answer to this, let me do a 
little explaining with regard to the agricultural situation. 

In agriculture we have this cost-price squeeze, Senator Maybank 
knows that. 

Senator Maypank. Prices for machinery continue to go up and 
you cannot just hold down the income of the farmer. If they have 
to pay twice as much for a tractor or twice as much for a plow and 
then get 10 percent more for his goods, it would not work. 

Mr. Kune. The basic inflation in the Second World War period, 
which is what we now have—this inflation was based on war, war 
demand, and the fear of war—demand based on the fear of war pri- 
marily. What really happened was that we increased the money 
supply. We did it because we had more bills than we thought we 
could pay out of the people’s pocket directly so we just made new 
money and paid the bills. 

I do not need to explain it to the Banking and Currency Committee 
in the Senate. We actually increased the bank deposits and currency 
in circulation and then by printing bonds to pay the bills of the govern- 
ment, people got them, institutions got them and they became part of 
the money supply. 
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At the same time, we took a lot of goods out of the economy and 
used them for war purposes, and goods were short. 

For a while during the war, we tried to cover this up by various sorts 
of controls and rationing, and so forth, but as soon as we went back to a 
free choice operation, which, thank goodness we did, this money came 
into the price structure. We had inflation and we went back to a free 
choice system after the war. Iam very happy we did. 

The supply of goods and services rose very rapidly. But in agri- 
culture you have to take the whole thing from the beginning of infla- 
tion until now to appreciate the circumstance in which we find our- 
selves. 

There is a figure gotten out by the Bureau of Agricultural Economics 
that is the best figure available on this point. It is called farm-pro- 
duction expenses. 

Farm-production expenses in 1940 were under $6.6 billion. Now, as 
the inflation came along, there was a jump in farm prices in 1941—if 
anybody wants to know what caused the jump in farm prices, they can 
get a very easy correlation. It happened in 1941 when the war came 
along. It was a real war psychology. 

The average price of hogs in 1940 was $5.89 a hundred. The 
average price of wheat was 68.2 cents a bushel. In 1941 the jump 
came, with the war, of course. 

Contrarywise production expenses are what economists call sticky. 
They do not jump up and down rapidly. The chief thing is hourly 
wages. It goes into the production of goods. They do not jump up 
from $1 to $2.50. 

Prices went up rapidly; these costs rose slowly and agriculture did 
very well with an inflation. It always does in the beginning stages. 

Now, for the past couple of years, to get right down to the present 
and skip the intermediate stages, farm prices have been declining. 
Gradually they have weakened and become soft, but production ex- 
penses have continued to rise. They are rising more slowly, but are 
still rising, and in 1952, they are estimated by the Bureau of Agricul- 
tural Economics at $23.5 billion. Six and six-tenths in 1940 have risen 
to twenty-three and one-half in 1952. 

Senator MayBpanxk. And that condition still exists as of March 1, 
1953? 

Mr. Kure. I see no possibility of any very rapid reduction in this 
figure. 

Senator MaysBanxk. The auto wages and others still increase, 
whereas the farm prices have been continuing to decline. 

Mr. Kune. That is right. It is this kind of thing that does not 
come down. It is tractors, fuel, trucks, transportation rates, labor, 
and all such things which do not come down. There are some ele- 
ments in it, of course, which are more flexible, like feed costs or feeder 
costs for feeder cattle. 

Senator Busu. To what income figure do those figures relate, the 
6.6 billion, and the $24 billion? 

Mr. Kure. The net income figure in 1940 was probably about $6 
billion. 

Senator Busu. The expense figure went up almost 400 percent, if 
I understood you correctly? 

Mr. Kune. The income goes up from about $11 billion, and is now 
about $36.5 billion or $37 billion. 
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Senator Busu. Where was it in 1940, about? 

Mr. Kune. This is gross farm income. 

Senator Busu. What was it back there? 

Mr. Kune. In 1940? About $11 billion or so. I will have to 
furnish these figures for the record. 

Senator Busx. | am trying to get a general picture. 

The CuarrMan. Will you yield just one moment? 

Mr. Kure. Certainly. 

The Cuarrman. I would like to place in the record, here, the farm 
and nonfarm income from 1910 to 1952. 

(The table referred to follows:) 


Farm and nonfarm income, 1910-52 


{Millions of dollars] 

































., iad } Net income} 
Cash farm | a" Produc- Realized | from farm- | Income 
Year income Gross farm tion net | tne to all | of the non- 
from mar- income ! emenaee ininane? seeps. em, farm pop- 
ketings mei a |} fa 3 ulation ¢ 

arm: | 
1910 7,349 3, 556 3, 793 | 4, 532 28, 569 
1911 7,075 3, 595 3, 480 | 3, 688 28, 523 
1912 7, 556 | 3, £39 | 3,717 4, 768 30, 068 
1913 7, 817 3, 980 | 3, #37 4, 084 33, 316 
1914 7, 633 4,064 | 3, 569 | 4, 515 3i, 791 
1915 7, 866 4, 162 | 3, 704 | 4, 552 33, 794 
1916 9, 523 4, 786 | 4, 737 4, 872 39, 792 
EE dpe votinn Ghia eaciachigtboowe 13, 145 | 6, 097 7, 048 8, 901 44, 985 
1918 he 16, 242 7, 483 | 8, 759 9, 512 48, 369 
1919 17, 681 8, 349 332 | 9, 867 | 56, 127 
1920 15, 910 8, 989 6 | &, 676 64, 846 
1921 10, 447 | 6, 723 3, 725 3, 943 54, 347 
1922 10, 877 | 6, 669 | 4, 208 4,813 | 55, 538 
1923 11, 956 | 7, 005 4, 951 5, 756 65, O15 
1924... 12, 607 7, 379 5, 228 5, 508 65, 084 
1925_. 13, 596 7, 373 | 6, 223 7, 289 68, 319 
1926 13, 192 | 7, 402 5, 790 6, 640 73, 783 
1927 13, 230 | 7, 464 5, 766 6, 460 72, 209 
SPECS ee ee ee ee 13, 468 | 7, 769 | 5, 699 6, 683 74, 316 
EE ae SNA 13, 832 | 7, 702 6, 130 | 6, 840 79, 045 
1930 11, 420 | 6, 990 4, 430 | 4, 935 70, 075 
1931 &, 378 5, 549 | 2, 829 | 3,7 56, 200 
1932____ o 6, 400 4, 502 | 1, £98 | 39 41, 158 
1933 ‘ biléuk ebb 7, 050 4, 358 | 2, 692 2, 846 38, 893 
1934 8, 465 4, 699 3, 766 2, 927 45, 797 
1935 e 7, 074 9, 585 | 5, 085 | 4, 500 | 5, 587 51, 237 
1936 bah a 8, 356 | 10, 627 5, 563 5, 064 | 4, 571 60, 231 
1937 ; oa 8, 819 11, 185 | 6, 090 | 5, 095 | 6, 324 65, 352 
1938 7, 703 10, 037 5, £05 4, 232 5, 029 | 61, 269 
1939____ SRN Oe 7, 819 10, 426 6, 165 4, 261 | 5, 017 66, 175 
1940 sh udbsnctas 8, 332 10, 920 6, 622 4, 208 | 5, 299 | 72, 768 
1941 clicndineeie os 11, 075 13, 707 7, 655 6, 052 7, 390 | 87, 571 
1942 — ein ~ 15, 486 18, 592 9, 743 8, 849 11, 167 | 112, 004 
Rin kak btn eod . 19, 358 22, 870 | 11, 330 11, 540 12, 800 138, 437 
1944 io 20, 377 24, 113 12, 143 11, 970 13, 07: 150, 742 
1945 ets ; 21, 383 25, 323 13, 037 12, 286 | 13, 441 150, 095 
a bens weatbedte 24, 564 28, 967 14, 774 14, 193 | 15, 736 151, 704 
1947. ‘ . ied 29, 706 34, 002 17, 228 | 16, 774 | 16, 467 167, 072 
> Rear bdin 30, 207 | 34, 520 18, 916 | 15, 604 | 18, 871 188, 065 
1949 a a ion 27, 944 31, 763 18, 170 | 13, 593 | 14, 719 188, 089 
1950 6 is he 4 28, 328 32, 086 19, 742 2, 344 | 15, 171 203, 041 
BE Dy cuk. hci atttintisebacecd 32, 622 36, 731 | 14, 299 | 17, 693 | 231, 735 
LL ee babu 7 33, 125 37, 274 | 14, 319 16, 735 | 246, 488 

| 





! Includes cash income from marketings, Government payments, value of home consumption, and rental 
value of dwellings. 

? Gross farm income minus total expenses of agricultural production. 

* Realized net income of farm operators plus adjustments for inventory changes and wages to hired laborers 
living on farms, 

‘ Includes nonagricultural income of persons living on farms. 

5 Proliminary. 
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The CHarrmMan. According to this document, in 1940 the gross 
farm income was $10,920,000,000 and the expenses were $6,622 ,000,000, 
and in 1952 the gross farm income was $37,274,000,000 and the ex- 
penses were $22,955,000,000. 

Just about $23 billion, as Mr. Kline said. 

Mr. Kune. This will indicate that farm expenses rose. 

Senator Maypanx. Another thing, Mr. Kline, there was a tremen- 
dous export to the rest of the world. After World War II was over, 
for instance, the stocks of cotton we had in this country were shipped 
to Japan and elsewhere and the Government made a lot of money off 
of it. There was a loss on potatoes but overall, the Government has 
made money, have they not? 

Mr. Kune. Yes. The total cost has been very minor. 

This point you make is exactly in line with the point I made that 
the war demands were unlimited. We were not concerned about 
price and we wanted to furnish these materials to defend ourselves. 

We presently hope we are not in an all-out war now and we hope 
we are not getting into one and we want to preserve a free-enterprise 
system. 

Senator Maysank. You have the Export-Import Bank and they 
deal with private individuals, do they not? 

Mr. Kurne. I did not hear the question. 

Senator MayBank. I say, you have the Export-Import Bank that 
deals almost exclusively with private industry in this country, and 
foreign governments. The Export-Import Bank does not discrimi- 
nate against any element of private enterprise and private business. 

Mr. Kurne. As a matter of fact, of course, the postwar exports have 
been extraordinary in agricultural products. As you suggest, they 
have been paid for by us to a very considerable extent. This is one 
of the real weaknesses in the agricultural situation. 

Senator Maysanx. That is the MSA and not the Export-Import 
Bank? 

Mr. Kune. There is getting to be quite a little resistance to it 
both in America and other countries, and we must have a more firm 
basis than just our own willingness to give this stuff away. 

Senator Maysank. That was the purpose for the authorization of 
the $1 million additional lending authority to the Export-Import 
Bank by this committee. 

Mr. Kurne. Of course, this dollar was a 100 percent dollar, so we 
were not as bad off as it seemed because we bought things with the 
money and the money brought in twice as much. 

Having laid out this situation and having noted the cost of the 
inflation, let us look at the post-Korean inflation. 

We had in the post-Korean period a monetary inflation and it was 
based on certain things which are identifiable, and while they can be 
argued about, I think these points come w ithin the argument, myself. 

A first and most important factor was a psychological proposition. 
The people remembered that we had a Second World War and we had 
a lot of inflation. Then they saw that there was what was called a 
police action but after all, it took troops, and they moved into action 
and they knew that there were other possibilities and so they said, 
“Prices are apt to rise.’ 

Added to this psychology was the fact that the Government itself 
passed a control law. Now the people are never as dumb as some 
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seem to think they are. If there is a control law, people say, ‘Why? 
It is because prices might rise and we have to be able to control them. 

Then, having this psychology of the desire to protect against what 
would probably be rising prices, we follow a policy in the Government, 
now, of unlimited reserves to the banks. 

Now, what does this mean? This means that when the public 
begins getting short of money, to protect themselves against rising 
prices, they make an extension on the plant or buy a freezer and fill it 
with meat, or they want to fix over the house or do some things they 
might not be able to do next vear because, after all, there might be 
price control and rationing. 

Here is a supply of goods on hand, so they go to the bank and say, 

“I need $15,000 to build an extension on my store.” If the bank is 
short of reserves, this policy means that since there were about $60 
billion or $60 billion plus of Federal bonds in the commercial banks 
all the bank had to do was guarantee that it would get par at the 
interest date and sell the bonds to the Federal Reserve. 

What happens in effect? It is a simple proposition in bookkeeping. 
A reserve is set up to the credit of the bank. The bank lends 5 or 6 
times as much as that reserve. It was profitable to the banks to lend 
the money and it was profitable to people to borrow the money and 
we got a terrific inflation. The production of goods could not go up 
that fast, and prices rose. 

It was in this setting that we decided to put into effect first a 
freeze and then a very much watered-down and differentiated price- 
control system. 

I think it is necessary to note some of the inevitable effects of price 
control. 

Here we are dealing primarily with price control. I think price 
controls and price fixing—that is price control for the purpose of 
alleviating inflation and price control for the business of alleviating 
deflation, these are brother and sister. These are not of different 
families. ‘These make up price fixing. 

Let us note now the effects which are discernible and, it seems to 
me, clear cut as they relate to price ceiling legislation and adminis- 
tration. 

Let us take the example of meat prices. It is sometimes easier 
to take an example to show a point than it is to just discuss what 
happened. 

Let us assume that under some circumstances the Government 
would decide that in order to control inflation, which is always the 
reason given, it is necessary to control the price of beef. In order 
to make the illustration both pertinent and easily understandable 
let us assume they decide to roll it back 10 percent. 

Now what happens the next day? The next day there is increased 
demand for meat. This is very obvious. The public has taken the 
meat at a certein price. It is now 10- “percent lower. Do they want 
more or do they want less at the lower price? Anybody can answer 
the question. They want more, of course. 

What is the second result? It is equally obvious. There will be a 
reduction in the production of beef. 

Senator Maysank. That is what this committee said. This com- 
mittee stopped the rollback. When that started we had the bill up in 
the Senate and refused to pass the bill so that part of the law had to 
expire on July 1. 
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Mr. Kune. We certainly supported you in that, Senator, and are 
very happy about it. 

Senator MaysBank. This was a production act as well as a control 
act. We asked you to ask the people to increase production. Then 
when they started talking about a rollback, we held up the bill so that 
they could not roll it back. 

Mr. Kurne. I just wanted to state that what happens in the 
rollback also happens with a ceiling, except I use the rollback only to 
make an illustration which will give you what will happen if you let 
costs rise a little bit against a firm ceiling. You get it immediately 
if you get a rollback. You get increased demand and you get less 
production. Now, why do you get less production? You get less 
production because at this higher price you had a certain incentive 
for capital to get into the business, for people to work hard to produce 
these things; for marginal producers to either get in or stay in. 
Now you put it down a bit so there is less room ‘there, so marginal 
producers fall out and other producers are a little less inclined to go 
all out so you get less production. 

But there is one thing the Government cannot stand—this Govern- 
ment, Britain, or France, any government that does it. They set the 
ceiling at a point where production was absolutely essential. Asa result 
of the ceilings they find they have increased demand and reduced 
supply and the two are badly out of balance. It is an essential com- 
modity and therefore what? Therefore, the Government is respon- 
sible for getting production and proposes subsidies. 

Always—there is no way out of this—they have to propose subsidies. 
Where do the subsidies have to go? Sooner or later they have to get 
to the producer because he is the fellow who does the work. He is 
the fellow who rolls the wheels. 

Senator Mayspank. What subsidy does the Government propose? 
We did not authorize any subsidies. 

Mr. Kuine. I want to make this point because it is absolutely 
true. The Government will propose subsidies to go to the producers 
because they have to have production. 

Senator MayBaAnK. Yes, but we did not approve that authority. 

Mr. Kure. The price controls just did not happen to be very 
effective and they were not in effect very long or they would have 
proposed subsidies to get production. 

Senator Maysank. They did propose subsidies but this committee 
did not go along with the proposal. 

Mr. Kune. I am not accusing anybody. I am discussing a prin- 
ciple and I am not trying to be personal at all. 

Senator Mayank. I just wanted it made known that we had never 
done that. 

Mr. Kune. I want to make sure the record is straight with regard 
to what I am saying. I am not talking about any committee any 
place. I am talking about a principle. 

The Government has to have production and must propose subsidies. 

Senator MayBank. Through the Farm Bureau, we tried to do this 
without subsidies. Is that not correct? 

Mr. Kune. I am not objecting to the question at all, but I do not 
want to lose the thread of this argument because I think it is absolutely 
essential. 

Senator Mayank. I said I was only complimenting the Farm 
Bureau, the Grange, the National Cotton Council, and other farm 
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organizations for urging their members to get into production in the 
past few years without subsidization. 

Mr. Kure. I appreciate it very much and I want to compliment 
the Senator for a lot of help he gave us on this standby control 
legislation. 

Senator Maypank. I did not mean it that way. 

Mr. Kune. This subsidy to get production is a clumsy thing 
compared with the traditional system we have in America which does 
not require any administration. 

One of the illustrations I often use, possibly because I raise hogs 
and because pork chops are so good to eat, is this: I say to this 
consumer, “Now look. You put a ceiling on pork loin and then you 
discover that you cannot get the hogs and then you propose a subsidy. 
Now where does the subsidy come from? This is your money going 
to the central Government and it is channeled back to the producer, 
but it is an expensive journey and it takes a lot of people in the 
administration to do it and the producers have to establish their 
right to it, and so forth.” 

Furthermore, when the Government gets into the position of having 
fixed this price it has a certain responsibility with regard to produc- 
tion. If it fixes it high it has to distribute the right to produce 
carefully, and if it fixes it low it has to distribute the subsidy carefully 
because this is a price-fixing business. 

Now, if you as a consumer really want to get your money’s worth 
you better take your money over to the butcher shop. By so doing 
you do not have this expensive subsidized journey. We have to 
furnish pork chops at a reasonable price as compared with turkey 
or you will go home with turkey. 

Now I think this is inevitable in this price control business, and I 
want to make this point now with regard to the effects of price control. 

Basically, price control is not intended to control inflation. Now, 
I am not talking about anybody who says it is. I am talking about 
the principle as I see it. It is not intended to control inflation. It is 
intended to cover it up. 

Let me put it this way: Any government that really did intend to 
inflate would, of course, install price controls and contend, it was 
controlling inflation. 

Now, how does this work? If we want to go into a period where the 
government paid a lot of its bills with new money, trading bank 
deposits by selling bonds to commercial banks, which is the favorite 
way at the moment—if any government decided to do that it would, 
of course, install a great program to say to the people, “We are goin 
to keep your money at just what it is worth, we are going to control all 
these prices.” Then they go ahead and create this basic inflation 
and people think they are getting rich because they keep these dollars 
and they have difficulty. 

The first effect of price control is to cover up inflation and it makes 
it easy, politically. 

The second effect is that it interferes with production because our 
own system where we do not have all of this paraphernalia, and we use 
price to help guide production, is extraordinarily efficient and shows 
so in the record compared to other systems. 

The third effect of this is that we get all kinds of black markets 
and disobedience of the law. 
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Black markets are often more honest than the fixed prices because 
finally honest people get to going to the black market because that is 
where you find out what things are worth. 

This does not happen in a period when people feel that America is 
being attacked and you have to defend yourself immediately, but it 
does appear in any period when the people think that price controls 
are a nuisance. 

Now, I think all the things which apply to the arguments about 
price control apply to standby controls. I think in itself it is not a 
good answer to the problem. Why should you then have standing 
by a poor answer? What are the answers? The answers are that 
you step up produc tion to meet demand; that a government pays its 
bills and keeps its money good; that particularly a government dedi- 
cated to the proposition of freedom of choice keeps its money good, 
protects its people’s right to do what it thinks best and this system 
works very well. So that we do not go out and stand by something 
which would make it difficult if, not impossible, to continue the kind 
of thing we are trying to protect. 

Furthermore, we enhance production to fit demand and in agri- 
culture we try to have demand fit production because we have an ex- 
traordinary productive capacity. If we are unable to protect the for- 
eign market we have a dilemma in trying to find enough places for 
commodities to go and not in trying to find enough commodities. 

We have another difficulty with controls. They are hard to get 
rid of. OPS really did not control prices. Had we been controlling 
prices we would have been rationing goods. 

As a matter of fact, if you want to ration and not control prices this 
works pretty good because it reduces demand and makes it easier to 
control prices, but if you put the prices down and do not ration you 
can make sure you are not controlling prices because they are being 
rationed some way or another. E ither people are standing in line or 
the people do not have them or something, because if you push prices 
down there is more demand than commodities and somebody has to 
determine who gets them. Maybe we leave it with the butcher shop, 
but anyway, it has to be done. 

Now price controls are hard to get rid of. 

As an illustration one day last week, or maybe the week before, 
I got a letter from the Office of Public Information from the Office of 
Price Stabilization which said they were enclosing a couple copies of 
a couple pamphlets. The basic one was, The Citizen Versus Inflation. 

It had a lot of good stuff in it but it displayed a lot of confidence in 
what you can do with direct controls. 

Then it had another document for presentation for public discus- 
sions. It told you how to do it and gave you the information. 

However, it had almost a complete blank in it on what the inflation 
after Korea was made out of. What happened in the credit-expansion 
business? This was almost a complete blank. They said I could get 
further copies at cost and a postscript said I was getting 175 copies of 
these, together, in the mail. I did not ask for them and did not want 
them. This is the propaganda that makes it difficult to discontinue 
such things as price controls. 

I think any standby controls we get would have with them some 
kind of information service that would be difficult to handle. 

Also, I want to say I believe that the freeze is about the worst 
kind of price control because it assumes that you can take the func- 
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tions of price out of an economy, which are intrinsically part of a 
private-enterprise system, of an incentive system. 

I have so much confidence in America that I think we do rather well 
under almost every circumstance, but I think this would be exactly the 
wrong approach because I first do not think price controls control 
inflation, anyway. Second, I think they give people a false confidence 
that inflation is being controlled and keep us from paying attention 
to the kind of action that is absolutely essential if inflation is to be 
controlled. 

Third, I think when you adopt the philosophy of standby controls 
you have already adopted the philosophy that instead of trying 
to control inflation you are going to try to control prices. 

It is for these reasons that we in the American Farm Bureau Federa- 
tion believe that we ought to try to solve this without standby controls. 

What do we do then? In the first place, we try to fit production 
to demand. We try to move this price level sidewise by keeping our 
money good. This means actually paying our bills as a government; 
by having an appropriate management of the public debt designed to 
accomplish this purpose; by having the sort of overall control over the 
expansion or contraction of credit which is designed to serve this 
purpose. And by having that kind of confidence on the part of the 
American people in the American system which enables us to rise to 
an emergency at the time the emergency occurs, I think that is the 
time for the Congress to decide both what the emergency is and 
what ought to be done about it. 

Thank you, Mr. Chairman. This concludes my statement. 

The CuarrmMan. Are there any questions? Senator Bennett? 

Senator Bennerr. As I understand your testimony, Mr. Kline, 
then, you would not be in favor of any consumer controls in the event 
of an all-out emergency? You would prefer what we call the indirect 
controls upon credit and upon our fiscal policies? 

Mr. Kure. In an all-out emergency I would not say “ Yes” to your 
question because you get into the definition of what is an all-out 
emergency. I happen to live in the west edge of Chicago. Let us 
assume that that place was bombed one night and all the transporta- 
tion is out and food cannot get into the city. 

Under such circumstances I am in favor of taking all the food we 
have and everybody living on it to the best of our ability, and if there 
is a scarcity of fresh water we ration it and so forth, but in this kind 
of emergency I do not care a thing about prices and neither do my 
neighbors. We will divide supplies up to the best of our ability. 

That brings me to a point I forgot to mention. The kind of standby 
authority we think does make sense is allocations or rationing author- 
ity. This makes sense. 

Suppose you get an all-out emergency and supposing goods are 
scarce. You can control demand somewhat by saying, Here is the 
supply of copper. It goes to these uses and these only.” 

Then there is not the other demand and the price does not bother 
your nearly as much. You have a little time to consider what to do 
about that. 

Senator Bennerr. That brings me to my next question. I listened 
to your testimony very carefully and I thought I got out of it your 
opinion that rationing alone might be a better approach than price 
controls alone, in the event of serious emergency. 

Mr. Kurne. You are quite right. 
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Senator Bennerr. And that by adopting that approach, we 
come more nearly solving our problem without so great a disruption 
to the economy. 

Mr. Kure. In a modest sort of emergency but one which requires 
the dividing up in order that in the defense of the country, everybody 
had a chance to survive, there is not the least doubt in my mind but 
that the fundamental proposition is rationing. This is the one that 
you would have to put in immediately in the city of Chicago, or if 
you are in a boat wreck and you are out 3 weeks longer than you 
intended to be and you have enough to last you 10 days. You are 
going to ration. You will not charge people a pair of socks for a piece 
of bread. 

The CuatrMan. Do you think it would be possible to have rationing 
without price control, Mr. Kline? 

Mr. Kurne. Certainly. You have allocation of materials which is a 
form of rationing and this is really effective. 

The CHArRMAN. Suppose you had the situation you just described 
where you were rationing food. You do not think there would be a 
tendency on the part of the people who had this limited amount of 
food which had to be rationed, to raise their prices? 

Mr. Kurne. In the last analysis you would not even charge prices, 
but I think the best answer to your question is that if food is so scarce 
that you have to ration it and you institute rationing, that the assump- 
tion that price control would solve this price dilemma is somewhat 
naive. Then effective prices will rise. We have had black markets 
every time we had rationing. We had them in the midst of the war 
when there was real effort on the part of the people to defend them- 
selves. The less the emergency the greater the black market. I am 
sorry this is true but it just happens to be. 

The CHarrmMan. Let me say this, so there will be no misunder- 
standing of the record we are trying to make on this subject of freeze 
in case of a great emergency, or standby controls. We are thinking 
only in terms of a savings where the Government would require a 
much greater percentage—and personally I am thinking in terms of a 
minimum of 30 percent, and from that up to 50 percent of the national 
product, meaning that the Government is going to need either 
immediately or in the near future anywhere from 30 to 50 percent of 
the national production. I think before we get through the record it 
will be so crystal clear on that that nobody can misunderstand it—we 
are not talking about reinstating controls except under the cireum- 
stances that I have just described and under no circumstances do we 
think the President would reinstate controls under existing conditions. 

At the moment I think controls have long outlived their usefulness 
and my personal opinion is that we should have gotten rid of them 
last July. 

We are thinking only in terms of a national emergency that would 
use anywhere from 30 to 50 percent of our national production. 

Those are the circumstances under which we are considering this 
legislati ion. 

Under those circumstances you feel if the Government was called 
upon or did ask the American people for 30 to 50 percent of the 
national production you still do not think controls would be a good 
thing? 

Mr. Kune. Government in the United States costs approximately 
a third of the income of the people now. 
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The Cuarrman. I am speaking of physical things and not money 
at the moment. 

Mr. Kurne. Well, you make this differential. I am not sure it is 
solid because one of the things we use in defense is people, services, 
ideas, imagination—these may be more important sometimes in a situ- 
ation that continues a little while. 

The CuarrMan. For example, suppose Japan was bombed tomorrow 
or there was an incident that thoroughly convinced everyone in 
America that we were going into a very big, extended war. Would 
the Congress then be justified in passing a price, wage, and rent con- 
trol and allocation law? Do you think we could get along without it 
under those circumstances? The head of the NAM this morning 
agreed that we would not need it even then. What are your thoughts 
on that? 

Mr. Kurne. If it did bappen then I think the American Farm 
Bureau Federation would be prepared within a couple of days to tell 
you what they thought. I hate to make such an assumption for pur- 
poses of passing a law now because I am not sure what the circum- 
stances will be a year from now or 2 years from now. 

Right now we are spending a considerable amount on defense, as 
you know. We have a considerable number of people under arms. 
We have an unknown amount of capacity to destroy quickly an enemy 
and we have lots of classified material that you cannot even talk about 
if you know about it. So there you are. 

The Cuarrman. | think the argument comes down to two points. 
Under an all-out war economy, do we then need controls? That is 
the No. 1 problem upon which I think we have to make up our mind, 
and people argue both ways, and honestly so. 

The other big point of debate on this committee and in the Congress 
and with folks such as yourself is, Should we pass the legislation prior 
to the beginning of this emergency or should we wait until it happens 
and then have Congress pass it? 

I think those are the two big issues. I do not think there is any 
issue here today that we any longer need controls because we do not. 
I do not know of anybody on this committee or anybody in the 
Congress at the moment who wants any price-wage controls extended. 

We have just these two points. Do we need them in an all-out 
war, and secondly, should we be prepared when the emergency strikes 
rather than waiting until after it strikes and then proceed to get 
ready? I think that is the big question. 

Mr. Kurne. Well, involved in this is a judgment as to what is the 
measure of emergency in which the thing would go into effect. 

The CuarrmMan. And that is the reason a lot of people are opposed 
to the idea. They are opposed to the trigger-pulling situation. 
[ can make a big argument against it, incidentally. 

Mr. Kurve. | would be happy to have you do it at any time. 

The Crarrman. I can make the same argument you do and it 
would have much merit. 

Mr. Kurz. The reason I am reluctant to set this thing out is that 
I think there is then the tendency to say, ‘“‘Well, now, we will start a 
little easy,’’ and I think this is the way to delude ourselves and not 
control inflation. I think we should say, “We are going to keep a free- 
enterprise and initiative system. We are going to pay up our bills. 
We are going to step up to the window and do it.” 
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The Cuarrman. Will you yield for just a moment? 

Mr. Kure. Certainly. 

The CHarrMAN. | agree with you 1,000 percent up to the point 
where we get into an all-out war where we are going to take 30 to 50 
percent of our materials. Then I cannot agree with you. But I 
agree with you 1,000 percent, with conditions such as we have today 
and have had in the last year. You are 100 percent right. That is 
the only way to control inflation and it can be done, in my personal 
opinion. 

Now, you certainly do not want to control it to the point where you 
push us back into a depression. I do not think you want that because 
you are not talking along that line. 

But the question is, Is it possible to do it in case of an all-out war? 
We are talking now about an emergency that looks like an all-out war. 

Mr. Kurne. If we came to an all-out war, the question you then 
raise is, ‘Is the United States going to survive this war and is the 
United States going to survive in the way we would like to have it 
when we get done?’ 

There is the question and it appeals to every patriotic citizen. 

Now, what is the first thing necessary? The first thing necessary 
in that case is to get the proper use for the available goods and services 
to defend ourselves best. Now, what is required there? Allocation 
and rationing. So you immediately put in allocation and rationing 
the next day. 

What is the second most important thing? If we are going to come 
out of it with a free system, we have to control inflation. If we put 
in this price control very early and we delude ourselves that we can 
still go ahead and spend half again as much as we take in and by 
controlling prices we will have protected the people’s money, I doubt 
very much if we would have a free system rs n we got done. 

Thirdly, I don’t want to see anybody except the Congress itself 
deciding on the issue at the time the issue comes forward and make 
up its mind that there is that kind of an emergency because I can see 
the possibility that there may be irritations and irritations and more 
irritations and a little emergency and a little bigger emergency. Ido 
not want to be in a place where we can trigger this thing off into a 
rather completely controlled economy. 

Senator Busu. Under 8. 1081 the President is given power to freeze 
prices temporarily, not to exceed 90 days, during which time it is 
presumed that the Congress would meet to deal with the situation 
that would have caused him to freeze prices and wages at that time. 

Do you object strongly to that proposition? 

Mr. Kurne. I think all the arguments that apply to the best bill 
that could be passed for price control apply to a price freeze. I think 
the price freeze is probably the worst kind because it is more rigid 
still, and prices cannot do anything during this period. 

[ do not think a price freeze works so I do not want a price freeze. 
Why should I want something I do not think will work? 

You see even though you get a rise in prices in the most important 
things, it is not all loss. All you get is investment and production 
and people moving over into that area to get the things produced for 
which you need production. 

In the long run, this emergency you are talking about depends more 
upon production than any thing else, and freedom of choice and incen- 
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tives in the American system, they get production better than any 
other system in the world. Why should we discontinue them? 

Congress will pass controls promptly if necessary. 

What is necessary, then, is an intelligent Congress and an intelligent 
administration with courage. 

Standby control is not one of the things that seems to me to be a 
good defense against the emergency. 

Senator Bennerr. Mr. Kline, you would hope Congress would 
pass a series of regulations probably based on the rationing approach 
rather than the price control approach under those circumstances? 

Mr. Kune. We have stated in the end of this statement—Do you 
mean in case the emergency came along? 

Senator Bennerr. Yes. 

Mr. Kune. Certainly. There is a very good possibility that we 
might not be short of a lot of things people think we would be short of. 

But if we are really short, now—or it might be regional, you see. 
You cannot tell ahead of time. But if we were actually short of 
meat, the best thing to do would be to start rationing. 

Senator Bennerr. We have no figures here and I do not suppose 
you do, but if it took 45 percent of our total national output to fight 
World War II, has not our total national capacity risen to the point 
where, the war itself requiring no more output than that, that per- 
centage will shrink probably as low as 20 percent? 

Mr. Kurne. It is possible, but there are enough things on the other 
side that I am never quite sure. 

The cost of equipping a man also rises very rapidly, and the cost 
of a World War I plane and a World War II plane and a current jet, 
with some of these fantastic devices for automatic control in it, they 
get to the place where my slide rule slips and I am never quite sure 
about the cost. 

Senator Bennetr. We started almost from scratch in World War 
Il. Today we have a tremendous stockpile and we are actually 
talking about being able to level off in a year or two. So it would 
seem to me that this threat of major war taking so high a percentage 
of our economy is probably exaggerated. 

Mr. Kune. At least we can both hope that it is exaggerated and 
there is good reason to believe that it might be. On the other hand, 
if this thing goes along, we feel it is not wise to store up too much of 
a certain make of a certain armament. The investment you are sure 
is always sound is the investment in research and development. 

You may have the best plant in the world, but someone may get 
a gadget that makes it obsolete. 

You do not pile up against a war 4 years from now. You pile up 
on research and development so you can feel reasonably safe at the 
time. 

Senator Bennerv. It is true, is it not, that our productive capacity 
both in agriculture and industry is far greater than it was at the peak 
of World War II? 

Mr. Kune. Yes, there has been steady progress in America all 
the way along. We dropped off in the thirties. The great depression 
seemed to do something to us and the rate of capital investment in 
the United States and the rate of increase in per capita production 
was low for a decade. 
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1 any But we came back and released our energies some way or another. 
The “y are going along at this 2- -percent rate and when you compound 
2-percent it does well for you in the course of 10 years. 


ligent Senator Bennerr. This steppedup production is one of the im- 
portant factors in the solution of this problem. We certainly are 

be a moving in that direction and more rapidly than ever before in our 
history. 

vould Mr. Krine. I can speak for agriculture. There is almost a revo- 

roach lution in agriculture. The production is rapidly rising. 

es? Senator Busn. I might say for the record that 1 think your pre- 

» you sentation of the subject of deflation and inflation is about as fine a 


thing as I have ever head on that subject. I think it is excellent. 
But I would like to pursue my question just a little further with you 


it we about this S. 1081, the question of giving the power the ability to 
rt of. have a quick freeze, which is limited in the bill to 90 days. 
| see. You foresee the possibility that you might come to allocations and 
rt of rationing to deal with the very serious situation that is contemplated 
as a possibility. You say that if it is necessary, Congress should take 
pose cognizance of it and you do not want any thing done until Congress 
fight can meet and take cognizance of it. 
ont But would you not say if this 90 days was shortened to 60 days, if 
per- you will, which makes it easier for you to agree with what I am going 
to say—would you say that in view of the fact that any controls, 
ther allocations, or rationing would be introduced again only under very 
dire circumstances, that it might be useful to have the President 
cost have the power—it is not mandatory, but have him have the au- 
jet, thority, if it seems best, to impose these regulations for a limited 
they period? 
sure It says in the bill, 90 days. Let us say 60 days. Do you see any 
danger in that? 
War Mr. Kune. Yes; the danger is that we would put confidence in this 
tally sort of thing somehow. 
ould Then you have another thing, if there is the danger here and it 
tage would appear that certain things are going to happen, what happens 
when you are going to get ready for the freeze. You prevent a lot of 
and things you are trying to do. 
and, Now it has been demonstrated that these things do not work. Let 
h of us not leave ourselves in the position to be subject to this. If we 
sure must put in stability, let us put it where it belongs, which is in rationing 
and allocation. If you said steel cannot be used for these purposes— 
get we have lots of steel, we are a great country, we have all kinds of 
things. 
yup Senator Busu. The interest seems to be in speculating against the 
the freeze, but do you not think in reality what they are speculating 
against is the condition that brings about the freeze? 
city Those purchases that are made, there is a hedging against the con- 
eak dition involved and those gambles pay off in the. end, anyway, if 
they were made in a timely fashion. 
all In reality, the speculation is not against the freeze but against the 
sion condition. 
t in Mr. Kurne. Of course, in a private enterprise system they do not 


ion always pay off, and sometimes people hedge against what they think 
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is going to happen that does not happen, and they pay for the privilege 
and they have guessed wrong, so it does not bother me at all. 

Senator Busx. No; it does not bother me at all. 

Mr. Kure. I think we are in a situation where the supply of goods 
is potentially so good and the supply of food is certainly extraor- 
dinary—a lot of people feel that the storage is the important thing. 
One billion bushels of corn is one-third of 1 vear’s production. The 
important thing is production. 

I think we are in a position where we must express our confidence 
in this kind of thing by putting in only the absolutely essential part 
of that a making an effort to get rid of it once in a while. 

The CHarrmMan. What has happe med in the law of supply and 
demand is that at the present time we are producing more than we 
ever did before and yet we have the highest prices that we ever had. 

Mr. Kune. Well, the latter half of the statement at the present 
time is true—it is not higher prices. 

The CHarrMan. I mean outside of farm products. Certainly we 
are getting the highest prices for some manufactured goods. 

Mr. Kune. Some, but not all, by any means. W hat is the price 
index now? 

The Cuarrman. I think the price index is a little lower than it was 
at one point since the beginning of the Korean war—lI expect it is in 
that book. 

Mr. Kuine. The farm prices went up to 130 percent of parity and 
now they are well below 100 percent. That is why I object to the 
statement that prices are at an all-time high. 

The CuarrMan. It does not apply in farm products but they are 
pressing an all-time high except in farm products. Let me say we 
are producing more automobiles and more consumers’ goods than 
at any time in the history of the Nation. We are producing more 
houses. We have no cattle on the farm. We have, I think, possibly 
greater production of wheat and corn, have we not, than we ever had 
before? 

Mr. Kurne. Well,-if vou take the overall situation and ask the 
question 

The Cuarrman. What bas happened to the law of supply and de- 
mand that it has not pushed this problem down before? 

Mr. Kune. In 1941 we really stepped into the war effort, then we 
found we got to the point where we used half of the gross products to 
fight a war. We also had extraordinary savings and we cheapened 
the dollar dramatically. Then we increased bank deposits from maybe 
49 billion to 114 billion, something like that. 

Now people have the money and a lot of stored up wants. While 
they were working they were producing a lot of things you would not 
use in the kitchen. 

After the war there was all this stored-up money and a very great 
production. I am not very happy about it except that I would have 
preferred to have had less inflation, but we had it, and we came out 
of it, and we are still American and are very happy with it. 

Now you say, “How do you happen to have full production and 
prices are still high?’ 

We had the most extraordinary reconversion after the war. We 
expected unemployment and we did not have it. There was an 
extraordinary job in using factories for something else instead of what 
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they were used for. We now come to a point where finally we are 
beginning to produce as much as the folks want at the moment. At 
least you have a nearer balance between supply and demand than 
you had in 1946 or 1947 or 1948. 

Now you might be ready for this little adjustment. At least we 
are seeing that the price level will not continue to go up unless the 
Government pushes it up. The Government could do this with the 
expenditures, for one thing. Therefore, it levels off,-here. There is 
always a peak and sometimes there are valleys, and in a private- 
enterprise system there are adjustments to be made and we might 
come to an area where adjustment is needed. 

The CuHarrMan. I find that consumer prices since 1939 were at the 
highest point in November 1952. In December they were 214.1. I 
do not know what they are this year. 

Have you any suggestion? 

Mr. Kurne. Excuse me. Here is the answer to the question asked 
me a moment ago: 

Taking wholesale prices, all commodities in 1951 on the 1947-49 
basis, they were 115 and in 1953, December, they were 111. They 
are down four points. 

Senator Doueias. May I ask a question at this point, Mr. Chair- 
man? 

The CHArrMAN. In just a minute. 

Is it not a fact that the costs of manufactured goods are going up? 

Mr. Kune. You should ask somebody in that field. Part of the 
question involves manufactured goods and | cannot give you the 
figures on this. However, this rises slower, but it has crept up. 

The CuarrMan. The general impression, of course, is that big 
production reduces the cost of manufacturing goods and it should, but 
it seems as though there is something in our economy at the moment 
and that is why I asked you that question. There must be something 
working against this idea that big production—that by big production 
you were able to reduce the cost of production. At the moment it does 
not seem to be working out, if the statistics are correct. 

Mr. Kure, There are a lot of things involved there and certainly 
one of the major items is taxation. 

Senator Dovuetas. I do not want to prompt the witness, but I 
know that he has the answer in his mind though he has not quite said it. 

Namely, that while the volume of production since 1939 has in- 
creased enormously, the volume of bank credit has increased more 
rapidly. 

With the quantity of bank credit being increased over the increase 
in goods, bank credits rise. 

You will forgive me for interjecting that. 

The CuarrMan. That is right. I wanted to get it into the record. 

Mr. Kune. I appreciate this very much and, of course, it is implicit 
in alot that Ihave said. When you asked the question, I was thinking 
of relative prices and relative costs. Actually, of course, I could have 
maximum production there for several years and you could be sure 
prices would be higher, if you wanted to make money cheaper all the 
time. 

The CuarrMan. Barring any big war and barring a reduction in 
governmental expenditures—particularly war expenditures—do you 
see a general decline in prices in America over the next year or two? 
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Mr. Kune. I am dedicated to the proposition that if we take care 
of this with confidenve and courage we can avoid this decline in prices 
which, after all is recession, depression, or something. 

The CHarpman. You think the best situation would be to bave 
prices remain where they are? 

Mr. Kune. I| think this is the one we are most nearly adjusted to. 

The CuarrMan. Just have it show that prices remain ma they 
are and not have them go up or down? 

Mr. Kune. As a matter of fact, from a standpoint it is a good 
thing. 

Now in saying that it is not true, it is true for the short run. Prices 
rise rapidly and your costs are also a little more sticky, but the heck 
of it is where the companies come along and decide that after all the 
easy way was the best way and as they have, the thing always blew up. 

It would seem that we should be able to determine what we could do. 

The Cuarrman. Are there any other question, gentlemen? 

Senator Douctas. I just came in as Senator Bush was asking Mr. 
Kline a question that I would have asked. 

My question might be superfluous. 

I agree with most of your statement, but I thought I heard Senator 
Bush mention a factor that concerns most of us; namely, when we get 
into a war, it comes upon us very quickly. Unless we have some 
protection, we are likely to have speculative buying of metals and 
foods and fibers and so forth, which would drive prices up sharply and 
create a great deal of internal despondency. 

While I quite agree with you that general fiscal policy is the best 
method of preventing inflation in a period of war or nonwar, never- 
theless it is just fear of the initial price increase that follows a sudden 
war of the type that Russia is likely to start, which makes me dubious 
as to whether credit and physical policy could alone be used. 

I think that is your answer. 

Mr. Kurnze. We have stated in our formal statement, the answer 
that we have to it, but it seems to me we should state again that we 
just have this lack in the present control thing, and we point out that 
a productive America is the kind of thing that is needed if we expect 
to do something in this situation. 

It must be a plentiful supply of a lot of things. 

This can be best taken care of by standby rationing authority which 
makes it impossible for people to speculate at that time. This would 
have to be done very quickly. I think it makes sense because what 
it does is actually work on the end of demand while it leaves people 
free to deal with the inflationary thing according to the circumstance 
at the time. 

The Cuarrman. Thank you, Mr. Kline. We always enjoy haying 
you before this committee. 

Mr. Kunz. Thank you, sir. 

(Mr. Kline’s prepared statement follows: ) 


STATEMENT OF ALLAN B. Kine, PREsIDENT, AMERICAN Farm Bureau 
FEDERATION 


Mr. Chairman and members of the committee, the American Farm Bureau 
Federation is a voluntary general farm organization composed of 1,492,282 
families in 47 States and Puerto Rico. 

Our policies are developed through discussion and debate in local, county, and 
State farm bureau meetings. They are considered by a national resolutions 
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committee on which every State farm bureau is represented. Finally, they are 
considered, amended and adopted by the elected voting delegates to an oflicial 
annual meeting of the American Farm Bureau Federation. My statement today 
s based on a resolution entitled ““National Feonomic Policies’? which was devel- 
oped by this process. This resolution is a carefully considered statement which 
has been evolved out of extensive studies dating back to our experiences during 
World War II. A copy is attached to the statement for your information. 

The attached resolution, together with our resolutions on the Federal budget and 
taxes, outline in detail the economic policies which we believe necessary to achieve 
a reasonably stable price level—that is, a situation in which we avoid disruptively 
sharp rises or falls in the general average of all prices. 

Under present conditions, this is an extraordinarily difficult job. Along with 
many other countries, the United States has been going through an inflationary 
period of extended duration. Such a period creates many serious imbalances and 
dislocations. These in turn, make an economy vulnerable to deflation. 

Some evidences of deflation are now at hand, particularly in agriculture. At 
the same time, with our huge national debt and with the Federal budget un- 
balanced, we have no basis for assuming that the danger of inflation has passed. 
To the contrary, we now face the possibility that fears of deflation may bring 
about the adoption of policies which will lead to further inflation. In the long 
run this would be disastrous, for inflation destroys the value of money, eliminates 
the middle class, and forces the adoption of political controls over the individual 
which are entirely inconsistent with the American way of life. 

\ severe deflation, likewise would be disastrous to many groups—including 
farmers—and it also would tend to force the adoption of far-reaching controls 
over the individual. Our goal must be to avoid both inflation and deflation. It 
is in this setting that I want to discuss the question of standby price and wage 
controls. 

As the members of this committee know, we opposed the inclusion of price and 
wage control provisions in the Defense Production Act of 1950 and have con- 
sistently fought for the earliest possible termination of these controls. 

Our position has been, and is, that price and wage controls are basically un- 
sound. We oppose the enactment of standby authority for this type of inter- 
ference by Government with the functioning of our economic system. 

Since there still seem to be some people who, sincerely, but inecorre ‘tly believe 
that price and wage controls can contribute to the control of inflation, we feel 
obliged to restate a few fundamental facts. 

The strength of the United States lies in the productive ability of the American 
people. Our ability to outproduce the rest of the world is a natural and direct 
result of our American system of individual initiative and a reward based on 


service rendered. We can outproduce those countries which suppress individual 
freedom, but it is doubtful that we ever could “outeontrol’’ them The logical 
thing for us to do is to build on the techniaues that have made it possible for the 
[ nited States, with 6 percent of the worid’s people and 7 percent of the earth 5 


land area, to produce one-half of the world’s steel and one-third of the world’s 
meat. 


This means we must seek to minimize Government interference with the things 
that have made our economic system the most productive in the world. Carried 
to their logical conelusion price and wage controls, rationing, subsidies, and the 
other devices that inevitably are proposed to mitigate the effects of these controls, 
W ruld mean the c ymplete abandonment of our present economic svstem, We 
can do better than that. 

The basic causes of our inflation problem lie in (1) the fact that in World 
War II and again in the present defense program, we have found it necessary 


to divert substantial parts of our resources from production for consumption 


to production for defense, and (2) the fiscal and monetary policies which we have 
been following. We created inflation during Wo War II when we threw our 
resources into the war effort, unbalanced the Federal budget, and paid a consider- 
able part of the bill by selling bonds to the banking system—a process which not 
only adds to the money supply as directly as if mew money were printed, but also 
provides a basis for the expansion of credit since banks can obtain reserves by 
shifting bonds to the Federal Reserve System. While the fighting lasted, the 
inflation of our money supply was partially concealed by price controls, rationing, 
the unavailability of goods, and inereased savings. After the war, controls were 
removed and we went back to a free-choice system. It proved to be productive. 
Of course, prices rose as people began to use the dollars that had been added to the 
money supply by the inflationary policies of the war period, but the alternative 
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would have been a continuation of controls which would have hampered produc- 
tion and prevented the operation of a free-choice svstem. 

The price- and wage-control provisions of the Defense Production Act of 1950 
were written into law in a period of uncertainty, near hysteria, and scare buying 
which followed the outbreak of the Korean conflict. 

The inflationary rise in the general price level which followed Korea was almost 
entirely the result of two factors—one of which was aggravated by the enactment 
of legislative authority for price and wage controls. These factors were: 

1. Inflation psychology, which developed as a result of statements, irrespon- 
sible and otherwise, from Washington and elsewhere on the magnitude and ulti- 
mate cost of the defense program, doubts that taxes would be raised sufficiently 
to pay the bill, controversy over the need for price and wage controls which 
suggested that prices were going to “run away,”’ and the rumors which preceded 
the actual imposition of controls. Quite reasonably, many people became con- 
vinced that money was going to be cheap and goods scarce, so they rushed out to 
get things done while the »y could. New wage contracts were ne gotiated, because 
employees wanted to improve their position before the “‘wage freeze’ and em- 
ployers wanted to strengthen their ability to hold workers in the event a man- 
power shortage developed. Stocks of goods were built up all the way from the 
manufacturer to the consumer as a protection against ‘‘hoarding” and expected 
scarcities. 

2. Cheap money policies. We not only stimulated the buying of all kinds of 
goods; we also followed monetary policies which made it certain that the banks 
would be able to meet the resulting increase in the demand for bank credit. As 
a result of the Treasury’s insistence that interest rates be kept low to keep down 
the cost of carrying the Government debt, the Federal Reserve System increased 
its holdings of Government securities about $2.4 billion between June 1950 and 
the end of the year. This increased bank reserves and made it possible for the 
banks to increase their loans and deposits with the result that the supply of 
money went up about $7.4 billion in the last half of 1950. 

We stimulated demand by causing people to think that money was going to 
get cheap; then we increased the supply of money. Is it surprising that prices 
went up? 

The inflation, which had already taken place before price ceilings were instituted, 
confusion as to the cause of his inflation, and the fact that many prices eventually 
fell below OPS ceilings apparently has caused some people to conclude that price 
and wage controls helped to curb the post-Korea inflation. This conclusion 
is erroneous. We have achieved a lull in inflationary pressures in spite of these 
controls and not because of them. The important factors which have brought 
about the present reduction in inflationary pressures are a phenomenal output 
of goods and services; a realization on the part of the people that shortages were 
not as imminent as had been expected; increased taxes (which led to a substantial 
surplus in the cash consolidated Federal budget for fiscal 1951 and a small cash 
surplus in fiscal 1952); increased personal savings; and last, but not least, the 
general tightening of money and credit which followed when the Federal Reserve 
System stopped “pegging” the Government bond market in the spring of 1951. 

Price and wage controls are not a cure for inflation. They are a smokescreen 
are actually makes the job of controlling inflation more difficult (1) by con- 

ealing from the people the fact that inflation is destroying the purchasing power 
of their money; (2) by interfering with production; and (3) by diverting attention 
from the things that must be done if we re ally want to aad inflation. We have 
all heard it said that ‘“‘we must be strong and control prices and wages,” but this 
is not what a strong government does. A strong government keeps money good 
by balancing its budget and paying its bills. A resort to controls to conceal the 
fact that inflation is destroying the value of money is a sign of weakness and not 
strength. 

The evils of price and wage controls are many and inescapable. Reduced 
production, less efficient processing and distribution, poorer quality products, 
black markets, rationing, proposals for subsidies in lieu of prices and expanded 
controls of every sort, are natural consequences. 

If there ever was any doubt as to the difficulties which inevitably result from a 
politically controlled economy as against an economy based on our traditional 
concepts, the coal and steel controversies of last year should prove that these 
difficulties are both real and serious. It should also be clear by now that Govern- 
ment efforts to take over responsibility for private arraneements such as prices, 
wages, and working conditions have far-reaching implications with regard to the 
private ownership of property. The steel seizure is a case in point. While this 
particular seizure was voided on constitutional grounds, it helped to ma!.e clear 
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the fact that in the long run, price and wage controls tend to force the Govern- 
ment to take over private property in order to enforce its dictates 

By creating confusion, disrupting normal business procedures and relationships, 
ceiling regulations make the job of getting production vastly more difficult. Each 
new order inevitably creates new problems and thereby forces the development of 
further regulations and still further problems. Each step down this road increases 
political controls over the economic actions of the individual and brings us closer 
to the complete regimentation of our entire economy. 

It has been estimated that there are 9 million different prices in our economy 
It is an obvious impossibility for any group of men to fix 9 million different 
prices and keep them in a proper relationship to each other. Even if the admin- 
istrators were smart enough to determine proper relationshins between so manv 
prices, they couldn’t change their regulations fast enough to keep up with 
changing economic conditions. 

Long continued, price controls lead to a breakdown of respect for the law 
and a consequent breakdown in public . morality Price controls create an 
opportunity for the unscrupulous to make money by violating price-ceiling 
regulations with onlv a slight possibilitv of getting caught. They establish a 


premium for dishonesty and violation of law. They create evnicism with respect 
to law An economic base for the support of a new criminal group in our popula- 
tion is created. The disrespect for law created by price controls and related 


measures inevitably causes a deterioration of the moral stamina of all citizens. 

Black markets and maldistribution are an inevitable consequence of price con- 
trols. In the case of meat, this can mean the loss of valuable byproducts, in- 
cluding raw materials for leather and lifesaving medicines. Also in the case of 
meat, controls can result in health hazards due to the fact that black-market 
operators may follow unsanitary practices in uninspected operations. 

It is totally unrealistic to discuss price control without pointing out that any 
successful effort to depress prices below the free market level will inevitably lead 
to shortages, and rationing. Whenever we decide not to use prices to distribute 
goods, some sort of rationing is inevitable. We must either ration by Govern- 
ment regulation, by voluntary action of sellers, or by a mad scramble in which 
each customer tries to get there first. The fact that OPS did not find it necessary 
to institute consumer rationing is definite evidence that price controls have had 
very little effect on consumer prices. In the few cases, for example, soybean meal, 
where OPS regulations did force prices substantially below their natural level, 
severe artificial shortages and dislocations appeared. The difficulties which many 
packers—particularly some of the lower cost operators—had in obtaining cattle 
while beef prices were pressing against the ceilings are a dramatic illustration of 
the disruptive effects price controls cause when they actually force prices below 
their natural level. Experience with slaughter quotas, which were advocated by 
some as a cure for the disruptions caused by price controls, demonstrated that 
such controls only create further disruptions. 

Not the least of our objections to price and wage controls arises out of the diffi- 
culty of getting rid of them. The controllers always seem to want to hang on to 
their authority long after the conditions which provided an excuse for bringing 
such controls into existence have passed into history. A recent example is the 
reluctance of OPS to remove price controls from beef even after it became clear 
that the cattle industry was experiencing a serious deflation. Here it may be 
noted that price ceilings seem to have been one of the factors that delayed the 
decline of retail prices when live cattle and wholesale beef prices fell. 

Controls waste manpower—our scarcest resource—not only in the Government 
where millions of man-hours must be spent on the unproductive job of writing 
regulations and the impossible job of enforcing them, but at every level of in- 
dustry where people subject to regulations must try to interpret and comply 
with them. 

In time, price controls lead to subsidies, because special incentives become neces- 
sary to get needed production. Subsidies increase Government costs in a period 
when the Federal budget is already inflated. They conceal the true cost of an 
item and give the public an unrealistic idea of its worth. Costs become fixed at 
one level and prices at another and relatively lower level, with the result that it 
becomes very difficult to go back to a free market. Subsidies aggravate inflation 
by increasing the Government deficit if the Government is not balancing the 
budget and by increasing the purchasing power available to the public for the 
purchase of other items. 

Those who sincerely believe that price and wage controls do some good—even 
if they don’t work very well—will, of course, argue that we are over-stating the 
case. We cannot agree. 
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Experience with OPA and more recently with OPS produced concrete evidence 
of all of the difficulties and undesirable trends that we have cited. That we have 
not experienced far greater difficulties under OPS merely reflects the fact, that 
with a few exceptions, OPS actually has been able to have very little effect on 
price and wages teal difficulties have arisen wherever the control program 
succeeded in exercising any real effect on prices for any substantial period of time. 

The continuation of price and wage controls on a standby basis is undesirable 

a number of reasons including the following: 

1) Since controls of this type are basically unsound, and harmful to a free- 
enterprise economy, we ought to get rid of them while we can, and concentrate 
our efforts on policies that can make a real contribution to economic stability. 

(2) It is impossible to write a satisfactory standby law, when we cannot } ossibly 
anticipate the economic conditions under which such a law might be ealled into 
operation The idea that a small staff, operating under standby authority, could 
work with advisory committees and keep a set of regulations up to date for instant 
use is not well founded. 

Economie conditions change so rapidly that it is impossible to determine in 
advance the type of regulations we would want to impose if we should ever again 
attempt to control prices and wages 

It would be impossible, not to sav fruitless, to get industry or farm groups to 
cooperate in the development of ceiling regulations, in periods of price deflation 
such as the cattle industry is now going through. In periods of rising prices, the 
existence of standby-control authority would encourage everyone who could, to 
jack up his prices and margins as high as possible in order to get ready for a possible 
freeze. This, of course, would be inconsistent with the achievement of economic 
stability. 

The task of maintaining standby regulations also would be made difficult by 
the almost certain difficulty of getting well-qualified people to take jobs in a 
standby agency 

As a matter of fact, it seems to us that the impossibilitv of maintaining standbv 
regulations is recognized by the section in 8. 753, which provides that a “freeze’’ 
shall be imposed whenever controls are invoked, and then allows 3 to 6 months 
for the development of ljustments. 

3) The maintenance of a price- and wage-control staff on a standbv basis, 
inevitably would meat 





continued use of Government facilities to propagandize 
the people on the alleged need for such controls. The OPS, for example, wrote 
me under date of February 13, 1953, and advised that they were sending us, 
without cost, and without our having requested such material, 25 copies of 1 








20 
document and 150 copies of another for further distribution. The basic docu- 
ment, which is entitled ‘“‘The People Versus Inflation’’ contained an overall 
statement of the case, which is about what one would expect from the Office of 
Price Stabilizatior ‘hey do, of course, have considerable confidence in direct 
price and wage controls It is worthy of note that their treatment of credit and 
investment controls indicates a complete lack of understanding of what can be 


done with indirect controls over credit. There is no suggestion whatever as 
to the impact which the support of bond prices had on the credit expansion which 
followed Korea Certainly, if we are going to do a real job of helping people 
understand the inflation problem this area ought to be covered. 

Most of this statement has been devoted to price and wage controls because 
we feel that these controls are the most objectionable feature of the present 
Defense Production Act. 

We supported certain other features of the original Defense Production Act. 
It is our present recommendation, however, that any further extension of this 
act be confined to a limited extension of the priority and allocation authority 
“for use only (1) in the event of an emergency declared by the Congress, or (2 
with respect to specific con modities which may be found by Congress to be in 
actual or prospective short supply.” 


AMERICAN Farm Bureau FEDERATION, 1953 Poticies ADOPTED BY THE OFFICIAL 


VoTinGc DELEGATES OF THE MEMBER STATE ORGANIZATIONS AT THE 34TH 
ANNUAL CONVENTION 


NATIONAL ECONOMIC POLICIES 
Price-level stability 
Along with many other countries, the United States has been going through 
a prolonged period of inflation that began with the Second World War. Such 
a period creates imbalances and dislocations which add to the instability of our 
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economy If we fail to follow sound policies now, there is danger that this situa- 
tion will end in a runaway inflation or a serious depression. Deflation is ruinous 
to farmers. Either eventuality could be disastrous, not only for our economic 
well-being, but also for individual freedom. Either would weaken our ability 
to defend ourselves against outside aggression and, at the same time, lead to a 
vast expansion of Government controls over individual actions here at home. 

We urge that the American Farm Bureau Federation Board of Directors give 
continued and intensive attention to the problem of perfecting and effectuating 
the policies which we have developed over the years to bring about a more stable 
general price level 

We reaffirm and reemphasize our previous recommendations for the adoption 
of a sound anti-inflation program. The fundamental points of this program are 
as follows: 


1. Most important of all, we must balance the Federal budget and keep it 


alanced unless a serious threat of deflation develops Chis means that we must 
maintain a tax program adequate to cover Federal spending. But we also must 
bring Government expenditures under control so as to get a bill that we can pay. 

Overall Federal expenditures must be reduced All such expenditures should 
e curtailed to the minimum necessary in the national interest in order to achieve 
economy and efficiency throughout the Government 





We are confident that this can be done without impairing the national interest. 
Indeed, sound fiscal policies will greatly add to our national strength. 


No Government expenditure should be exempt from scrutiny by both Congress 
and th Administrati to determine whether it can be reduced or eliminated 
vithout impairing an essential Government function With military expendi- 
tures constituting the major part of the Federal budget, it is urgent that every 
effort be made to get the most out of the money appropriated for defense 

Costly new programs should be deferred except where immediate action is 
essential for the national defense A period of high employment and scarcities 
of many essential materials is not the time to add new services or construct 
works wl ich can be deferred 
2. We must meet increased demand with increased production wherever pos- 
ible by inereasing efficiency, enhancing the opportunity of individuals to be pro- 





ducti and avoiding work stoppages. 

3. We must follow ound policies in the field of money and credit The 
policies followed by the Federal Reserve System are of major importance in this 
fic ld and should be direeted toward the objective of creating a more stable price 
level 

Federal Reserve purchases of Government securities provide the basis for 
eredit expansion by creating bank reserves. We insist that the Federal Re- 
serve System, operating through the regularly set up open-market committee, 
discharge its statutory responsibilities by relating its purchases and sales of 
Government securities to the Nation’s need for money and credit instead of 

pegging’ the market to hold down the interest cost of the national debt 

The independent status of the Federal Reserve Board must be maintained 

The policies of Government agencies which make or guarantee loans must be 
coordinated with overall credit policies. 


1. We must have a sound management of the national d 


ebt Government 
borrowing from banks creates new money, while borrowing from nonbank investors 
does not It is there fore important that we continue to stress the sale of Govern- 
ment bonds to individuals and other nonbank investors and take steps to prevent 
a further shift of non-bank-held Federal debt to the banking system 

5. We must encourage increased private saving, particularly if increasing 
defense production reduces the supply of goods available to consumers 


The establishment of confidence that inflation is going to be curbed is a pre- 
requisite to a successful voluntary savings program Citizens want assurance 
that the value of their savings in cash, bank accounts, Government bonds, or 


going to be further impaired by inflation. 
All of the above points are important to a sound anti-inflation program. Each 
supplements the other and makes its own contribution to a coordinated program, 
Price and wage controls have no place in this coordinated attack on the inflation 
problem. As a matter of fact, price and wage controls impede the control of 
inflation by diverting attention from the fundamental requirements of a sound 
program. By wasting manpower, creating confusion, and disrupting business 


insurance is not 


procedures and relationships, ceilings make the job of getting necessary production 
vastly more difficult 

We will continue to exert every effort to bring about the earliest possible 
termination of these unsound controls and the adoption of a sound program which 
will control inflation. 
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Priorities and allocations 


We have supported the principle of using Government priorities and allocations 
to direct scarce materials to the most urgent uses under the defense program. It 
appears, however, that the shortages which justified such ecntrols are now rapidly 
being overcome. We therefore urge that any extension of the priority and 
allocation authority beyond June 30, 1953, be in the nature ot a standby authority 
for use only (1) in the event of an emergency declared by the Congress or (2) with 
respect to specific commodities which may be found by Congress to be in actual 
or prospective short supply. 

The CuartrmMan. The next witness will be Mr. Ernest Miller, of the 
Producers Marketing Association of Bicknell, Ind. 

Mr. Miller, you may proceed in your own way. 


STATEMENT OF ERNEST MILLER, PRODUCERS MARKETING 
ASSOCIATION, BICKNELL, IND. 


Mr. Mituer. I am Ernest Miller, an Indiana farmer and livestock 
producer representing over 70,000 patrons of the Indianapolis Pro- 
ducers Marketing Association. I want to recommend that Congress 
not enact any type of standby price control or price-freeze legislation. 

With our population increasing at the rate of over 6,000 per day, 
farmers face a task of keeping pace with the desires of our customers 
for a bigger and better food diet. This quantity and quality pro- 
duction pace can be maintained only by an expanding, prosperous 
agriculture. 

Farmers welcome the opportunity of meeting this challenge, but 
they can be expected to meet it only if unhampered by price-control 
legislation. Price controls or the threat of price controls have the 
effect of curtailing overall production and especially causing a produc- 
tion maladjustment among different commodities. 

Supply and demand may be in balance with what would seem to be 
a fair price on any certain day, but always there are factors at work 
that may cause the supply or demand to change and be out of balance 
at that set price. It is a physical impossibility for any group of men 
to fix equitably the millions of prices and keep them in a proper 
relationship or balance. This is true especially of food prices. The 
factors that affect the supply and demand of food are several and 
significant. A few of them are: 

1. Much of our food is perishable. For this reason, prices need to 
fluctuate freely to encourage or discourage consumption. 

2. Agricultural production needs long-range planning. Production 
plans must be made well in advance of commodity sales. 

3. Farming faces many uncontrollable or partially uncontrollable 
factors such as weather, livestock diseases, insect damage, and so 
forth. 

My interest in citing these facts is the hope that the committee will 
not saddle the American farmer and livestock producer with price- 
control legislation, standby or otherwise. 

The CHatrMANn. You say: 

Farmers welcome the opportunity of meeting this challenge, but they can be 
expected to meet it only if unhampered by price-control legislation. Price 
controls or the threat of price controls have the effect of curtailing overall produc- 
tion and especially causing a production maladjustment. 

Of course, you know I am against price controls at the moment and 
voted against them last July. I feel they have long passed their 
usefulness if they ever had any usefulness. 
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We have been under price controls since September 1950. Yet 
when I pick up the paper all I read is farm over-production. The 
Government at the moment is buying a million dollars’ worth of 
butter because it was overproduced. 

Now, how did price controls in the last couple of years interfere 
with production? If they had interfered with them any more we 
would have had more surpluses today, would we not? 

Mr. Miuuer. In the case of an emergency there would be an in- 
creased demand for our products. 

The CuarrMan. Have price controls actually decreased farm pro- 
duction in the last 2 years? 

Mr. Mituer. That gets back to this factor that agricultural pro- 
duction needs long-range planning. 

The CuarrMaAn. Do we not have a surplus at the moment of many 
farm products? 

Mr. Miuuimr. That is right. 

The CuarrMan. We have a bigger stockpile of corn and a bigger 
stockpile of wheat, and I do not know how much butter we have, and 
all the other farm products. 

It is really overproduction at the moment that is hurting these 
farmers, rather than underproduction? 

Mr. Miter. That is true, but the law of supply and demand that 
has been mentioned here this afternoon has not been allowed to work. 
It has been artificially controlled and I think that has resulted in a 
dislocation of production of some of these commodities, has it not? 

The CuarrMan. The thing that the people were complaining about 
this afternoon was, that the people had too much money, that they 
ought to take more away from them in the way of taxes and ought to 
tighten up on credit and have less credit and less expansion and build 
less factories and less of this, that, and the other thing, with credit. 
Yet in spite of all that, we seem to have big production. 

Mr. Miter. If this emergency would come, and it would be 
necessary io invoke these controls, that whole picture of overproduc- 
tion wowd probably disappear. 

The Cuarrman. Of course, your statement is more on the basis of 
a continuation of present controls than it is a freeze in case of a big 
war, is it not? 

Mr. Mituer. Partly, yes, but on the other hand, as a cattle pro- 
ducer, for instance, our price has very definitely slipped. We do not 
know the day that this emergency might come. If it would come at 
a time when we were at an economic disadvantage, in a 90-day freeze, 
we would probably never get it changed because the people are com- 
mitted to a policy of cheap food. 

The CuarrMan. If we get into a big emergency tomorrow and this 
law is in effect and the President froze cattle prices as they are today, 
they would be frozen at a low point in comparison with other prices. 

Mr. Miuuer. At a disadvantageous point, so far as the producer is 
concerned. 

The CuarrMan. Of course, the President can make any exemptions 
he wants to. He could immediately, if he wanted to, permit cattle 
prices to rise. 

Mr. Mruuer. That would not be a popular thing for him to do. 

The Cuarrman. That might not be. Of course, if cattle prices 
were extremely high at the moment and the freeze was put in effect 
tomorrow, then we cattle fellows would all like it, would we not? 
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Mr. Miiuer. Probably. That is human nature. 

The CuatrMan. I have a lot of cattle. I might say this, that my 
farm is just across the river from Mr. Miller’s down in southwestern 
Indiana. 

Senator Bennerr. Mr. Miller, did you have any experience trying 
to get a price adjustment under OPS? 

Mr. Mixuer. I did not think it was worth the effort. 

Senator Bennert. It is my impression that industry as a whole 
found it was impossible to get adjustments even though the regulations 
were carefully written to permit it and thus create the sense of flexi- 
bility. 

Bureaucracy tends to be inflexible. 

Mr. Mituer. Our fear is if it was frozen at a time when it was at 
our economic disadvantage, we could never get it changed. The 
history of the thing just is not that way. 

The CHarrman. If tomorrow a big war started, would you be in 
favor of this Congress enacting price, wage, and rent controls? 

Mr. Mriuer. | am not qualified to answer that. It has been my 
sincere feeling that in the past it has not worked. Possibly there might 
conceivably be conditions that would demand it. I am not qualified 
to answer. 

The CuarrMan. If you thought the President of the United States 
would not use this 90-day freeze law unless there was a really serious 
emergency that would warrant calling the Congress of the United 
States into session to pass some legislation, would you then be in favor 
of this 90-day freeze order? 

Mr. Miiuier. I am not too sure but what even the shadow of such a 
law might cause us material harm. I am inclined to think it might. 

The Cuarrman. Do you mean it might keep prices up or keep them 
down? 

Mr. Mruier. Well, it would have an artificial effect. 

The CHarrman. Of keeping prices up or down? 

Mr. Mititer. Whatever the case might be. 

The CHarrMan. Are there any other questions? 

The only trouble with Mr. Miller and me is that we do not have a 
bridge across the river so we cannot get together very often. 

Mr. Miuuer. Well, I cannot do anything about that, and you 
might. 

The CHArrMAN. Are there any other questions? 

Thank you very much, Mr. Miller. I am glad to have seen you and 
have been glad to have you here 

Mr. Howard Waters of the Iowa Sheep and Wool Growers Asso- 
ciation. 


Mr. Waters, will you proceed in your own way? 


STATEMENT OF HOWARD WATERS, IOWA SHEEP AND WOOL 
GROWERS ASSOCIATION, DANVILLE, IOWA 


Mr. Warerrs. I would like to say just before I read my statement 
that I might digress in a place or two, with your permission, 

The CuarrmMan. You may go ahead and proceed in your own way. 

Mr. Waters. I think I will read it as it is and make a further state- 
ment at the last. 
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My name is Howard Waters of Danville, Iowa. I am appearing 

before your committee as a substitute for Mr. Leroy Getting of 
Sanborn, Iowa, who is vice president of the National Lamb Feeders 
Assoc iation. He could not arrange a suitable time to appear before 
the committee. I am not speaking for the National Lamb Feeders 
Association but do represent the lowa Sheep and Wool Growers 
Association of which Mr. Getting is the president. I am a general 
livestock producer and feeder. In an average year I feed two or three 
thousand lambs, produce three or four hundred hogs, keep a small 
herd of beef cattle, and several dairy cows. I am also president of the 
Midwest Dairy Marketing Institute. 

I appreciate the opportunity to appear before this important com- 
mittee. However, I cannot believe that Congress is serious about 
enacting a law that would extend authority for price controls even 
on a standby or on a freeze basis. With the unfavorable experience 
with OPA and OPS, as well as the study of history of such controls 
by other nations of the world, there is no good reason for such 
legislation. 

Livestock producers and feeders generally have reason to believe 
that the change in administration meant that they would not continue 
to be saddled with price controls or the continued threat of price con- 
trols on a standby or freeze basis. Their hopes were renewed when 
our great President made it crystal clear in his state of the Union 
message that he wanted no part of such legislation when he stated: 

Now—as well as in the long run—free and competitive prices will best serve 
the interests of all the people, and best meet the changing, growing needs of our 
economy. 

Controls 
he said 
have proved largely unsatisfactory or unworkable. They have not prevented 
inflation; they have not kept down the cost of living. 

The CHatrMan. Why not add to your statement that he was going 
to decontrol and if it did not work, he was going to come back to 
Congress and ask for legislation? 

Mr. Watters. If you want that in the record. 

The CHarrRMAN. Well, it is in the record. He said this and I agree 
with him 1,000 percent, but he likewise said if it did not work he would 
not hesitate to come before Congress and ask for specific legislation 
to do it. I think he should have said that because I think that is 
exactly what he would do, and I think that is exactly what the Con- 
gress will do before we will permit runaway inflation. 

Mr. Waters. So-called standby controls or price freeze legislation 
can serve no useful purpose, and, on oh contrary, mislead the people 


by giving them a false sense of security against sharp price increase. 
Such legislation is not a penicillin but a narcotic that destroys the 
muscular coordination of the body and dulls the mind 


Although livestock producers and feeders have experienced sharp 
declines in prices, this great industry has not come to Congress for 
high price supports. Any serious consideration, therefore, to enact 
price-control legislation at this time which would subject the industry 
to these hampering restrictions is certainly adding insult to injury 
and should not be enacted into law. 
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I would like to make a further statement that I think the people 
in the United States of America have faith in the Congress to act when 
it is necessary, to make any sort of legislation to control or not to 
control—I think they have that faith. 

The Cuarrman. That is exactly what the Congress of the United 
States is doing here today and that is exactly what the Congress 
would do if they passed this bill. They would pass a piece of legis- 
lation saying to the President, if we get into a big emergency, he may 
freeze prices for 90 days, at which time the Congress will go into 
session and find out and decide and tell him whether we wish him to 
continue it, or we may go into session and tell bim in the first 24 
hours we are in session that we want him to cancel the freeze order. 

That is exactly what we are doing, no more and no less. 

Let me ask you this question: If we got into a big war tomorrow, 
do you feel that the Congress then would be justified in passing some 
sort of a price, wage, and rent control measure? 

Mr. Warerrs. Let me first answer this way. I do not think we 
will be in a big war tomorrow. I have more confidence and faith in 
our military to have that information far in advance of 24 hours. 

The CuarrMaAn. Do you believe that as long as we are in the Korean 
war it might well develop into a big war? 

Mr. Waters. Of course, I think we ought to make one point clear 
and this is a confusing issue to a lot of people. We talk about a 
Korean war while actually we have not declared war in Korea. Some 
people refer to it as a police action and I know in our discussion today 
at noon, Senator, we pointed out it is a real war, particularly to these 
boys who are being killed over there and these boys who have to fight. 
I would just like to make that observation. We talk about police 
action and we talk about war. Boys die and bleed the same in either 
event. 

In answer to your question, in the immediate future I cannot see 
that we are likely to be in that situation that you mentioned. 

The CuarrMan. If anyone does not think we are going to have a 
big emergency that might take 30 to 50 percent of our national pro- 
duction for war, then we do not need this legislation. And anyone 
who feels that even though we do get into a big war and it takes from 
30 to 50 percent of our national products, that even then we do not 
need price, wage, and rent controls, of course, then we do not need 
this legislation. And anyone who feels that even though we do get 
into this big emergency Congress can act fast enough; then we do not 
need this legislation. There is a lot of merit in the point that they 
can and then we do not need this legislation. 

I think many of our witnesses here are confusing the issue because 
they seem to take the position in their statements that what we are 
trying to do is a continuation of the present controls. That is far 
from the truth. We have no such idea. I do not believe there is a 
vote on this committee to continue controls at the moment. I do not 
know of a vote in the Senate or the House. 

The question is, Is it wise to give the President the power to freeze 
prices, wages, and rents, for a period of 90 days in case a great emer- 
gency comes upon us overnight, and then have Congress go into session 
and decide then what they want to do? Or is it better to have no such 
legislation and have the emergency occur and then call Congress into 
session, if they are in adjournment or in recess, to do whatever is 
right? 
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Now, the President in his message, of course, and rightfully so, said 
that he would decontrol, and I agree with him. But he likewise said 
if a situation should develop in the future, “I shall not hesitate to come 
back to Congress for legislation.”’ 

Evidently there was a question mark in his mind as to possibly 
sometime or other there might be an emergency which would warrant 
such legislation on the part of the Congress. I think those are the 
three big questions. 

Mr. Warers. I am perfectly clear on what the issue is. I think we 
then have to qualify what is an emergency and what is not an emerg- 
ency. 

The CHarrMAN. It is not easy. 

Mr. Warsrs. That is right, and I think there is real danger in enact- 
ing any kind of legislation to give somebody power to pull the trigger 
whenever we want to. Whenever we get legislation passed, there is 
always pressure from certain groups to come in and say, ‘‘Now this is 
an emergency and this is a necessary thing and let’s get going on this 
thing.”’ 

The CuarrMan. The law sets up a National Advisory Council to 
be appointed by the President and confirmed by the Senate with whom 
the President must confer and consult. 

[ think the record that we are making here—and if we are not making 
it I am sure that we will before we get through—and the record that | 
want to have made as one of the authors of the freeze bill is that the 
President just cannot do this unless there is a real, real emergency. 
And after the record we have made here, and will make, if he would go 
ahead and do it in the absence of a real emergency, I think he would 
be violating the oath of office that he took. At least he would be 
violating, in my opinion, the law that this Congress passed. 

Senator Bennerr. Do you think the President could gather a 
National Advisory Council without a staff together and get action 
quicker than he could call Congress back into session and get advice 
from the committees of the two Houses with their staffs and previous 
experiences? 

Mr. Waters. Of course, if I answer that with “Yes,” then you can 
say, ‘‘Well, you are in favor of price controls.” 

I would have to agree with part of the question. I think you can 
call a committee together quicker than you can a great body of people. 

Senator Bennetr. Well, you gave me the wrong answer. 

Let me ask it again. Maybe I should ask the chairman this question. 
That is one of the phases of the bill that has puzzled me, the idea that 
we could believe that we could set up a Citizens’ Advisory Council 
scattered around the United States, with no staff, no office, and we 
could convene them and discuss this whole problem—get this Council 
together quicker than we could convene Congress with all of its back- 
ground and get the same answer. 

The Cuarrman. Of course, in case of war the President does not 
consult with the Advisory Council, and, furthermore, I have an idea 
that that Advisory Council would be the Cabinet members and those 
who are located here in Washington rather than people scattered all 
over the United States. 

Senator Bennetr. I do not remember that the bill set up the 
Cabinet as an Advisory Council. 

Mr. Warers. Under those conditions, certainly the Congress 
ought to be the one to be called. 
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Senator Bennetr. | admit it was a leading question. 

The CHarrMan. Are there any other questions? Do you have 
anything further to say? 

Mr. Warers. I believe that is all. I enjoved being here. 

The Cuarrman. Thank vou. We enjoyed having you. You are a 
fine witness, and come back again. 

Is there anyone here who would like to testify? I see it is only 3:30. 

Senator Bennetr. Well, Mr. Chairman, before we close, I would 
like to get in the record the exact language of the President’s statement. 
I have not been able to find it in the record. 

The Cuarrman. Yes, I think it would be well to put it in. 

Senator Bennerr. It is not in his statement. He may have used 
it in his press conference but he says nothing in his statement at all 
about coming back to Congress. I am quoting from page 8 of the 
House of Representatives Document No. 75, beginning with the 
fifth paragraph: 

Accordingly, I do not intend to ask for a renewal of the present wage and price 
controls on April 30, 1953 In the meantime, steps will be taken to elimmate 
controls in an orderly manner, and to terminate special agencies no longer needed 


for this purpose. It s obviously to be expected that the removal of these controls 
will result in individual price changes—some will move up, some down. Buta 
maximum of freedom in market prices as well as in collective bargaining is 


characteristic of a truly free people 

1 believe also that material and product controls should be ended, except with 
respect. to defense priorities and scarce and critical items essential for our defense 
I shall recomme 
for such remaining controls of this type as will be necessary after the expiration 
of the existing statute on June 30, 1953. 

I recommend the continuance of the authoritv for Federal control over rents 





nd to the Congress that legislation be enacted to continue authority 


in those communities in which serious housing shortages exist These are chiefly 
the so-called defense areas In these and all areas the Federal Government should 
withdraw from the control of rents as soon as practicable But before they are 


} } 


removed entirely, each legislature should have full opportunity to take over 
within its own State, r ssponsil ility for this function 


It would be idle to pretend that all our problems in this whole field of prices 


will solve themselves by mere Federal withdrawals from direct controls. 

We shal! have to watch trends closely. If the freer functioning of our economic 
system, as well as the indirect controls which can be approvriately employed, 
prove insufficient during this period of strain and tension, I shall promptly ask 
this Congress to enact such legislation as may be required 


Iam wrong. He says: 


If the freer functionin 
} } 


of our economic svsten as well as the indirect controls 


1 can be appropriately employed, prove insufficient during this period of 
strain and tension, I shall promptiv ask this C‘ongress to enact such legislation 
as may be required 


whic 


The Cuatrman. I only brought it up to prove the point that there 
was a question mark in the President’s mind as to whether or not 
it would work. Otherwise he would not have made the statement 
that he did. I congratulate him for making it because I think what 
he was trying to say and did say to the American people was, “We 
are going to protect vou against runaway inflation in America and 
you can rest assured of that, and I think this is the best way to do it, 
to decontrol everything at the moment and not ask for the renewal 
of it, but if something happens in the meantime that it does not 
work, then I will ask Congress to pass necessary legislation.” 
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Now it might not be such as we had in World War II or the Korean 
war, it might be some other type, but at least it will be some kind of 
supporting help. 

Are there any other questions? 

Senator Bricker. Will we have the Government witnesses come on 
at any time? 

The CHAIRMAN. Just as soon as we get through with this group. 

Senator Bricker just asked when we would have the Government 
witnesses. We will have them as: soon as we get through with the 
nongovernmental witnesses. We finish with nongovernmental wit- 
nesses on March 17 and then we have 3 days allocated for rent control 
people, which takes us up to about the 20th or 21st 

I would say that the Government witnesses would be coming in 
here about March 22 or 23. 

Senator Bricker. Who is on tomorrow? 

The CuarrMan. The General Federation of Women’s Clubs, the 
National Association of Consumers, the Americans for Democratic 
Action, the Cooperative League, the National Council of Jewish 
Women, the National Association of Colored Women, Ine., the 
National Council of Negro Women. 

On Monday we have the Sovbean Processors, the American Retail 
Federation, the National Retail Drygoods Association, the National 
Retail Furniture Association, the Retail Food Distributors, and the 
National Creameries Association. 

Are there any other questions? 

I might say this for the benefit of the committee: At 2 o’clock 
tomorrow we will consider the nomination of Mr. Cole to be Housing 
Administrator. 

Senator Bricker. Will we meet here or over in the Capitol? 

The CHarrMan. We have hearings on the control bill in the morn- 
ing, too. We will meet again at 10 o’clock in the morning. 

Senator Dovuaias. Can we have a vote on Mr. Cole at the end of 
the morning session? 

The CHarRMAN. We can if we get the Senators her 1 would be 
delighted. 

Senator DovcG.Las. I am due to take a 2:30 plane to Chicago. 

The CHarrMaNn. If we can all be here, we will do that. The notices 
have gone out but we can try to change them. Suppose you call 
them and tell them at the end of our public hearimgs tomorrow 
morning on the control, bill, we will consider the Cole nomination. 

(Whereupon, at 3:45 p. m., the committee recessed, to reconvene 
at 10 a. m., Friday, March 6, 1953.) 
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FRIDAY, MARCH 6, 1953 


Unirep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met pursuant to recess at 10:05 a. m., room 301, 
Senate Office Building, Senator Homer E. Capehart, (chairman) pre- 
siding. 

Present: Senators Capehart, Bricker, Bennett, Bush, Beall, Payne, 
Goldwater, Maybank, Robertson, Sparkman, Frear, Douglas and 
Lehman. 

The CuHatrMan. The first witness a morning will be Miss Sally 
Butler, director, legislative research, General F ederation of Women’s 
Clubs. 

I might say that Miss Butler is from Indianapolis, Ind. 

You may proceed, Miss Butler in your own way. You have a state- 
ment, I believe. 


STATEMENT OF SALLY BUTLER, DIRECTOR, GENERAL FEDERATION 
OF WOMEN’S CLUBS 


Miss Butter. Mr. Chairman and committee members, I am Sally 
Butler. Iam the legislative research director of the General Federa- 
tion of Women’s Clubs. The General Federation has long been in- 
terested in the problems of inflation and of price control. One of our 
members testified for the General Federation last spring in favor of 
the extension of the Defense Production Act. 

At our 60th biennial convention held in Houston, Tex., May 1951, 
support of anti-inflation measures was approved. This was done by 
vote of delegates assembled at the convention—after each State 
federation had studied the resolution before coming to the convention. 

In conformance with our program of action approved by the 
delegates, I am here today to speak in favor of the principles on which 
S. 753 is based and in favor of legislation which will authorize the 
maintenance of a specialized Government organization to make a 
continuing intensive study of all factors, national and international, 
which might set off the spark of inflation. 

Our members devote a great portion of our study program to inter- 
national affairs. We realize full well that this is a period of trigger 
tension. While we pray for peace we know that today peace will not 
be won merely by wishing for it. We must pay the price for peace in 
military preparedness, in our program of national defense. Moreover, 
we know that a stable economy in our country is a basic essential for 
peace. We must think in terms of a stable economy as well as in terms 
of military strength. This means we must be prepared to look ahead 
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and be ready for action in the economic field as we do in the area of 
our Armed Forces. 

That, as we see it, is the principle on which S. 753 is based. The 
idea of a small agency with an expert staff devoting itself to a special- 
ized study of factors at home and abroad, which might bring inflation- 
ary pressures on prices and laying out techniques for nipping any 
inflationary price rise before it re¢ lly started, strikes us as a reasonable 
and wise idea. 

We hope that further incidents like the invasion of Korea and the 
intervention of Red China may be deterred. But there can be no 
absolute assurance that there will be. However, we can take steps 
such as outlined in S. 753 to prevent any further overt outbreak in 
the cold war from resulting in such a disastrous price rise as came after 
June 1950. 

If people knew there was an agency in our Government whose job 
it was to be ready to advise the P reside ‘nt on action and immediately 
to carry out the action he ordered if any situation causing inflationary 
tendencies arose, people would not act as they did in June-December 
1950. If there is no such agency, no assurance that rapid and effective 
action will be taken to curb inflation immediately, people may become 
even more panicky than in June 1950. 

You remember the situation, the shock of the invasion of South 
Korea, our entry with the forces of the United Nations. 

Memories of the price increases and the shortages of World War II 
were still very vivid. So consumers and businessmen alike rushed out 
to buy what they could before prices went up still higher. 

Should another incident occur in the next year or so, consumers and 
businessmen will still remember the price spiral of the early days of 
World War II and, in addition, the skyrocketing prices of June- 
December 1950. Thus they will have memories of two similar past 
occasions of spiraling prices to tempt them to try to beat the “higher 
price of tomorrow”’ by hoarding while items are to be had and before 
prices go higher. 

Again, I repeat, if the consumer knew that carefully thought-out 
techniques were ready to be put into action in case of possible infla- 
tionary price rises, and knew that plans were ready for the President 
should any danger cloud the horizon and threaten to disrupt our nor- 
mal price structure, she would feel more secure, would not rush out 
in a panic and buy as she did after Korea and businessmen would 
probably react in the same way. 

So it might be that price controls would not have to be imposed, 
because the knowledge that the President was prepared to put controls 
in action would provide a psychological climate relating to circum- 
stances like those of June 1950. Thus any inflationary spiral would 
be curbed before it really started. For such a program to be effective 
the consumer must be kept informed, must know what this standby 
program means, and how it is being carried on. 

We were glad to see that section 702 provides for a consumer 
representative on the National Advisory Council. In addition, might 

e suggest that sections 406 and 412 which require that the President, 
‘so far as practicable’”’ shall “advise and consult with, and establish 
and utilize committees of representatives of persons substantially 
affected by regulations or orders,” be clarified so that it is clear that 
this means not only industry advisory committees but also a consumer 
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committee. This consumer committee would bring to the standby 
agency the views of the consumer and in turn take back to the con- 
sumer, such as our members, first-hand information on the standby 
program. 

Government, of necessity has become pretty big. The newspapers 
cannot possibly keep us informed on all the day-by-day unexciting, 
vet essential operations of our executive agencies. A consumer 
committee, such as the one on which I have served at OPS, can do 
much in this line. As a member of the Consumer’s Advisory Com- 
mittee, | have learned what was being done at OPS and in turn have 
informed our members Likewise, we, as consumers have had 
suggestions which we could pass on to the agency through the Con- 
sumer Advisory Committee 

I am not a technical expert so have no comments on the details of 
the bill S. 753. We do support the principle of a standby control. 
We ask for a consumer committee to advise with this agency as do 
the industry advisory committees 

We believe it is essential to be prepared for rapid action. The 


damage of high prices occurred in the last half of 1950. After price 
controls went on in January of 1951 prices of consumer goods became 
stable, but at a high level. A standby program would avert the 
damage of the initial inflationary upsurge. We have had two ex- 
periences—-World War II and Korea. The lesson we should have 


learned is that it will pay to be ready to nip inflation before it starts, 
and save the suffering of persons on limited and fixed small incomes, 
the dislocation of prices and of business pians, and the unnecessary 


increase of the cost of our defense program. 


We believe if the standby program of S. 753 is given a favorable 
report by this committee and Is enact d into law, we, as a Nation, 
will be more nearly able to protect the interests of consumers as well 
as our industrial interest—with the least possible disruption to the 
lives of our people 

The CHarrRMan. I want to sav first, the absence of the Senators this 
morning is due to a Republican conference committee meeting of all 
Republican Senators, except Senator Goldwater and myself, and the 
Democrats have some sort of a meeting on, this morning, that delayed 
them 

I wanted the record to show that that is the reason for the small 
attendance this morning 

Senator Goldwater, have vou any questions? 

I might say to the members of the committee that Miss Sally Butler 
is the legislative research director of the General Federation of 
Womens’ Clubs in the United States and she was formerly the national 
president of the organization of Business and Professional Women. 

Her home is in Indianapolis. 

Miss Burter. We feel that we represent 5% million women in this 
country. They are not all dues-paying members, but we have several 
hundred thousand of those 

The CHarremMan. You are not recommendins 
uation of price, wage, and rent controls at the moment? 

Miss Burier. No, sir, we are really asking for the standby program. 

The CuHarrMan. You feel that conditions at the moment do not 
warrant a continuation of controls? 

Miss Burier. Thai is right, sir. 
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Senator GoLpwaTEeR. What you actually ask for, is it not, is more 
for a group to continually study this, than to have standby legislation? 

Miss Burier. We feel, sir, that we do not want to have just a study 
group and then if an emergency comes, have to formulate something 
before we can act. We believe that a great deal of suffering and dis- 
comfort and so forth in this country could be prevented if we had ma- 
chinery set up, as well as committees, in order to act. 

Senator GoLpwaTerR. Does your organization feel that price con- 
trols and wage controls actually stop inflation in this country? 

Miss Burier. I do not think they think inflation was stopped. 
They think prices went entirely too high but that controls without 
doubt acted as a brake on them. 

Senator GoLpwater. Has your group ever looked into the advis- 
ability of indirect controls, such as a proper taxation program or the 
selling of Government bonds to citizens in a time of high income? 

Miss Bur.er. I think they have not considered such a plan. 

Senator GoLtpwater. You said that you were not an economist or 
an expert on this? 

Miss Butter. That is right. 

The CHarrMaANn. Senator Lehman? 

Senator Leaman. No questions. 

The CHarrMan. Senator Robertson? 

Senator Ropertson. I have no questions. 

The Crarrman. I think you have made your position clear, and we 
appreciate your testimony. It was short and to the point and we 
certainly know where your organization stands. 

Senator GotpwarTer. I carry a very deep affection for your State. 
I married an Indiana gir!. 

Miss Burier. That is wonderful. 

We think there are none better. 

The CuarrMan. The next witness is Mrs. Leslie B. Wright of the 
National Association of Consumers. 


STATEMENT OF MRS. LESLIE B. WRIGHT, NATIONAL 
ASSOCIATION OF CONSUMERS 


The CHarrMan. Mrs. Wright, we are delighted to have you before 
our committee. You may proceed in your own way. 

Mrs. Wricur. | believe that the Congress of the United States 
believes in controls with this 2-hour parking out here in the plaza. 
It is very hard on witnesses if they stay up here. 

The CHarrman. I did not know that had occurred. 

It would be no trouble to get that removed or get an exemption for 
anyone testifying before a committee. 

Mrs. Wriaur. I believe in controls, of course, so I do not want to 
see them taken off. 

The CuHarrMan. I presume what we better do is give each person 
who is testifying a card that permits them to park indefinitely out 
there. 

Mrs. Wricur. Well, Senator, that would be a help. I went in to 
see the Sergeant at Arms yesterday and it does seem if you had a little 
sticker which said, ‘‘Witness,”’ it would be helpful. 

The CuarrMan. I think we can arrange that. 
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Mrs. Wricur. My name is Leslie B. Wright. I am here repre- 
senting the National Association of Consumers, which is a coordinating 
body of local consumer groups and individuals. Dues are paid by 
individuals as well as by groups such as the Consumers Council in 
St. Louis and the Consumers Council in Cincinnati. Our national 
headquarters is in New York. And I would like to say those who head 
this group are economists, some them. Iamnot. Iama layman and 
a large part of this testimony was sent down from New York. 

The National Association of Consumers feels that economic pre- 
paredness is as essential as military preparedness. In fact, a stable 
economy in the United States is basic not only for our own defense 
program but for the defense programs of all those peoples joined with 
us in the struggle against aggressive communism. 

We are of the opinion that under existing circumstances the removal 
on April 30, 1953, of all price controls except for a limited area of 
rent controls, as announced by the President, is premature. 

With goods and services being decontrolled today there is already 
evidence that hasty decontrol action is risky. For example, I have 
already found parking lots raising prices, which means that the 
average consumer will pay an additional $24 per year on one item 
in his cost of living due to removal of price controls. 

We do not say that the situation today is similar to that existing 
in 1946-48; but there still are strong inflationary pressures in certain 
areas, particularly in metals, industrials materials, petroleum prod- 
ucts, rents, and other areas. 

Our production and production capacity have been greatly ex- 
panded but the present defense program has not yet reached its peak. 

I noticed that General Van Fleet the other night was appealing 
for an increase in supplies for the war, if I am not mistaken. 

A deficit in the current fiscal year is still probable; the level of 
private capital expenditures is continuing high; wage increases among 
well-organized groups are to be expecte id; and though consumers are 
saving ‘large sums, they are at the same time increasing the volume 
of consumer debt at a rapid rate. The high level of savings might 
itself become a dangerous inflationary factor under emergency con- 
ditions. 

The President is relying on indirect controls to keep the general 
price level from going higher. We support the use of indirect controls 
and hope the budget can be balanced without cutting down essential 
social services or defense preparations. We hope the Federal Reserve 
Board will check credit for speculative purposes and we take the 
position that it should be given authority to control consumer credit 
when such credit assumes inflationary proportions. 

But while recognizing the importance of indirect controls, we do 
not think they can be made adequate to hold the price line, already 
at a very high level, in areas where inflationary pressures are now 
strong. Areas in which prices are currently below very high ceilings 
cannot be used as a balance sheet against areas in which further 
inflation is threatened. 

However, in the very uncertain international situation it is of the 
utmost importance that the proper agency be given authority to 
reimpose controls immediately, should another eme rgency arise. The 
dollar has already declined to about 52 cents in little more than a 
decade. The Council of Economic Advisers pointed out in January 
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1953 that experience after the Korean outbreak indicates that it 
may take as much as 6 months to enact legislation, recruit staff, and 
put controls into effect. 

In introducing his bill S. 753, in 1953, for so-called standby con- 

trols, the honorable chairman of this committee went even further. 
He declared that 
it is the height of impracticality to expect that the Congress can do a proper job 
of legislating a good controls law to begin properly functioning within 7 months 
from the incidence of the request for legislation. 
He pointed out that inaction during this enforced waiting period 
would promote hoarding, scare buying, and indiscriminate spending, 
all of which contribute to inflation as was evidenced in the post-Korean 
situation when the scare inflation cost consumers $20 billion. 

The President, in declaring for removal of direct price controls at 
the end of April, admitted this involved an inflationary risk. He 
stated that if the free market and indirect controls prove insufficient 
during the period of strain and tension, he will ask Congress for such 
legislation as may be required. We take the position that this course 
would involve an intolerable delay in protecting the economy in gen- 
eral and particularly the weaker elements within it from the adverse 
effects of inflation. We agree with Senator Capehart that should 
another emergency develop we must be in a position to reimpose 
direct as well as indirect controls immediately. 

The Joint Committee on Defense Production, October 22, 1952, 
pointed out that in the 6 months following Korea, such indirect con- 
trols as were imposed—including taxes—were ineffective in halting 
inflation, even though a governmental surplus existed: 


It was not until the Government took positive action early in 1951 to stop 
spiraling price rises that stability started to be restored While price controls 
alone did not accomplish the entire job, they were the major factor in convincing 
both business and consumers that the hectic price rise was halted; people decided 
that prices were too high, and that it was a poor time to buy. 


To make it possible to reimpose controls immediately it is necessary 
to maintain at least the nucleus of a staff “which can keep plans for 
controls continuously up to date and be prepared to meet quickly 
the contingency of any new Koreas.” During the continuing period 
of price and allocation control in critical areas which we recommend, 
the responsible agency would also provide this nucleus ready for 
expansion, should the necessity arise. 

[In a cold war situation there is such tension that any international 
incident is likely to have unreasonable impact on our economic system 
because of the psychological reactions of people. Any fear of in- 
creased war effort might set off a chain of panic buying. Only readi- 
ness to check this with a freeze and with ready machinery for price 
controls if needed would prevent an inflationary run away of prices 

If the public knows that there is a standby agency prepared to 
advise the President and to implement his decision, there would not 
be the panic buying we saw after Korea. People then remembered 
the price increases at the start of World War II. Should another 
world crisis occur to threaten more widespread overt war, people 
would still remember the World War II price rise and also the post- 
Korea inflation. In brief, they would have a double prod to rush 
out and buy before prices got higher. 

However, if the public knows there is an agency ready to act, if 
necessary, upon the President’s directive, consumers would be assured 
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that prices would not rush upward, and there would be very much 
less incentive for panic buying and the need for an actual freeze might 
not arise. 

With a standby agency keeping continually abreast of the world and 
domestic situations affecting economic stability and in touch with its 
advisory committees, with the President having authority to order a 
general or selective freeze, within 90 days after such freeze both Con- 
gress and the administration would be ready with adequate legislation 
and a competent operating agenc y. 

A standby agency with a small, technically experienced staff would 
be prepared at any instant to: 

1. Supply the President with the essential facts to enable him to 
determine whether or not freeze action should be taken and, if so, 
in what form and at what date. 

To recruit from its constantly revised roster, key personnel and 
competent assistants to staff an efficient operating agency without 
delay. 

3. To administer the first few weeks of the freeze and to have ready 
simplified forms of regulations and carefully thought-out procedures. 

Further, since the Government has never made a systematic and 
comprehensive appraisal of our past experience with price controls, a 
standby agency could make such a study and enable us to profit from 
past experiences. 

S. 753 provides in section 406 for consultation by the standby agency 
with persons substantially affected. This would mean industry ad- 
visory committees working with the agency, offering suggestions for 
regulations, simplified record keeping, and so forth. We feel that it 
would be verv desirable if it were made clear that consumers are among 
the “persons substantially affected.’’ Provision should be made for a 
consumer advisory committee for two reasons: (1), because the con- 
sumer is most vitally affected by price rises which push up the cost of 
living; (2), and perhaps more important, if consumers were really 
aware of the standby agency they would have an assurance that prices 
would not be allowed to run away in an emergency, and should an 
emergency arise, they would not repeat their po st-Korean panic buy- 
ing but would do only their normal purchasing. 

I am glad to see that section 702 provides for consumer representa- 
tion on the National Advisory Council. This should be supplemented 
by a consumer committee such as suggested above, working with the 
standby agency on a month-to-month basis. And, Mr. Chairman, 
by consumers we believe some of them should be housewives. I 

think we are the ones who are concerned. I know I myself do not 
understand why coffee is as high as it is and why I cannot have all the 
butter | want to eat for I do not like oleo. My grandmother was an 
Indiana woman and she taught me good cooking and I like butter. 

Those are some of the things we do not understand. Why are the 
stores now marking mutton as “lamb’’? I happen to know lamb and 
I know how it smells when it is cooking and how it should look. The 
stores, especially some of the large ¢ hains, are se ‘ling mutton, however, 
since controls went off, and marking it “lamb.” 

I think we need some real housewives in any consumers committee 
you set up. 

The Cuarrman. The legislation calls for consumer representatives. 
You want to go further and have an advisory committee to advise 
with them, just as each industry has an advisory committee? 


sé 
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Mrs. Wricur. I think you should have some real housewives on the 
committee. 

The CHarrMan. That would sound logical. 

Mrs. Wricut. In summary, the position of the National Association 
of Consumers is that authority to continue direct controls in areas of 
inflationary pressures, including rents, should be continued for at 
least a year, together with the necessary authority for allocation and 
priority control over scarce commodities. As an absolute minimum 
in the matter of economic preparedness a nucleus agency, such as 
provided in 8. 753, should be maintained throughout the period of 
international tension to make immediate recontrol practic bm 

The CHarrman. Are there questions, Senator Goldwater? 

Senator GoLtpwaTerR. Not at the moment. 

The CuarRMAN. Senator Frear? 

Senator Frear. I have no questions. 

The Cuatrman. Senator Lehman? 

Senator Leaman. I understand you propose a consumers’ group 
which would consider many other problems. 

Mrs. Wricur. Yes, people who would consider adulteration of 
bread and things of that kind. 

Senator GoLpwater. Mrs. Wright, this is not in the nature of a 
question. 

I find in listening to witnesses here there is a pretty general mis- 
understanding as to what causes inflation. I think that you under- 
stand perfectly the cause of inflation but your testimony would lead 
us to believe that it is only prices. 

For the record I would like to call your attention to a few facts that 
will substantiate this one basic principle, that inflation is nothing but 
the unbalance of goods and money. When there is too much money 
there is inflation. When there is too little money, there is deflation. 
The object of our economy is to keep it as near in balance as we can. 

You said there was no study made on it—the Library of Congress 
has a very comprehensive study on this subject going back some 4,000 
years, and there is never a single instance of any price controls suc- 
ceeding in the history of any government. Our free economy is not 
new in this world. It is merely one that has worked over a longer 
period of time than anything else. 

To just show you what I mean by that, inflation is caused by the 
unbalance of goods and money. Let us go back here to the First 
World War, back when the cost-of-living index, when you might say 
we became interested in the war in late 1916, was 77. It did not change 
much until we actually got into the war and then the productivity of 
the country went into military goods and the consumer was not able 
to get merchandise. There was too much money and we had a rise 
in the cost of living. I am not talking about inflation, now, but 
inflation did occur at a more rapid rate than normal, and remember a 
normal inflation rate is about 3 percent a year. We cannot do any- 
thing about that. That has just been happening since the beginning 
of time. 

Now we go up into the 1930’s when production between wars reached 
a normal flow and you could go in the store and if you had the money 
you could buy what you wanted. There was no demand. It is what 
we call a buyer’s market. Prices were kept down because of compe- 
tition and as a result of that the cost-of-living index now, again, rising 
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through the normal processes of inflation, went up to 1939 when we 
first began to suspect we might go to war, and in 1939 the cost-of-living 
index—now this is an index for moderate income families and that is 
what I think we are all concerned about—stood at 99.4, or it was nearly 
the base of 100. : 

During the period of 1939, up to 1942 when we were in the war, the 
cost of living went up 16 points. 

Between 1942 and 1945 the cost of living went up about another 
46 points because you could not buy what you wanted and yet you 
had lots of money. aus 

Mrs. Wrieut. Oh, no: not I. 

Senator GoLpwaterR. Let us say that the moderate income family 
had more money to spend than it ever had before. Production had 
not caught up with civilian demand. 

Then along came the period that you talk about, the period that 
is more recent in our mind, 1946 to 1948 and even later than that. 
when we did have a very rapid rise in the cost-of-living index. 

All that was happening there was the normal phenomena that 
occur when a production capacity of a nation is suddenly released. 

Slowly, vou began to be able to buy what vou wanted and in the 
quantities you wanted and we find people there buying too much 
when the war was all over. They wanted to buy everything in sight 
and the supply was exhausted, so they themselves were adding to 
this inflation. 

Now when controls went in, we did not stop inflation. We did 
not stop the cost-of-living index rise through World War IT, with 
price controls and wage controls. We did not stop with wage con- 
trols and price controls 

Mrs. Wriaur. Well, would it not have gone higher, Senator? 

Senator GotpwaterR. No. I will tell vou one thing we keep for- 
getting: The fact that this country today in the situation we are 
now in—we are fighting a fairly good-sized war—we are able to 
produce with very few exceptions—and those exceptions do not con- 
cern you as a housewife or myself as a father of a household—all 
that we need for military; all that we need for our civilian consump- 
tion. It leveled off because of that reason and nothing else. 

I am just giving you these figures so it might help you in your 
thinking. We had wage and price control—and this is not criticism: 
The hourly wage of factory workers in 1951 when controls went in 
was $1.50 but in spite of wage controls, the hourly wage in January 
of 1953 was $1.69. That is a 12.7-percent increase. 

You see, we did not control inflation by price controls. We did 
not even slow it down. In fact, inflation ignored price controls. 

Now there is one way and only one way that price controls and 
wage controls can control inflation and that is if we install a police 
state. Every single facet of our economy, every penny that you 
spend from the bottom, from the time the seed is planted in the 
ground until the time you eat the finished product; from the time 
the lamb is born or conceived until you put the coat on, everything 
has to be controlled. 

Now I think you would be the first one to admit that in a free 
country you cannot do that without policemen, and you and I do 
not want that. 
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Bey Wricur. I do not think you need to go that far, Senator 

As I say, I am not an economist but I have seen it happen in my 
own community here. Citizens of the District of Columbia asked 
for control of business property and we never got it. The result was 
in my own neighborhood a big establishment built stores to service 
the commurity, increased rents so that all the little free enterprise 
stores were frozen out because there was no control on business rents 
Small businesses could not pay the rent which was charged. Now 
we have no service in the community for the shoppers and none of 
the shops we want. This is because there were no business controls 
here in the District. 

Senator GOLDWATER. You see, if you are going to control at all 
you have to control everything. If you are not going to control, then 
you cannot control anything. 

I have just offered that for the record. 

Mrs. Wricur. Thank you. I do appreciate it I am very ignorant 
on many phases of this question but I do hope Senator Capehart’s 
bill passes. 

Senator Lenman. After Korea, for a period of 7 or 8 months, while 
controls were being put into effect, there was a sharp rise in the cost 
ol liv ing W hether the controls should have been put into effect more 
rapidly than they were, I will not discuss that at this time, but it 
took Congress a long time to pass the necessary legislation. Then it 
took a long time to get an adequate organization set up. During that 
period there was a very sharp rise in the cost of living. Thereafter 
when controls were really put into effect on a broad field, while it is 
true that there was some increase in the cost of living, the increase 
was a very, very moderate one in comparison to what had happened 
before controls were put into effect. Is that not a fact? 

_ Senator Gotpwater. Yes, Senator, but I believe—and I think the 
figures will pretty well bear it out—that we would have reached this 
cost-of-liv ing index, controls or no controls. 

For instance, 1n December of this last vear. we were up to 191, as 
oul cost-of-living index. I think we would have gotten this regardless 
of controls I say that for this reason: The sharp increase immediatels 
alter the Korean war was occasioned by the fact that war was over. 
lhe factories went back to prod wing civilian goods which people 
had not had in a long time and it took about three or three-and-a-half 


ay tol a ceed ad | ‘ , 

years to « Lich ip with that demand. About a vear aiter controls 

went in, or for 6 months alter controls went in, civilian production 
ee 

had reached a point where the buver was the boss 


Now in your own State of New York you have many textile firms 





and you know the textile market has been solid for 3 years. I have 
been able Lo gO in and buy textiles at pretty m ich the prices dictated 
DV SUPPLV and demand Outside of new fabries, for which you always 
pay n ore, the pric 3 of the cotton fabrics, a few pieces of silk which 
you 0 ight nnd svnthetics that have been established have not in- 
creased in that perio \s soon as the production meets the demand, 
llation Sto] S and no law that this (¢ oneress can ever write, with the 
exception 01 police $s é ever change it. It just ‘annot be 
done Your own money mar! is in the same situation. 
The CHarRMAN. Well, Senator, vou would not savy if we got into 


a big war where we were going to take from 30 to 50 percent of our 
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national production, leaving only from 50 to 70 percent of the balance 
to be sent to civilian production, that you would not want controls 
under that situation? 

Senator GotpwaTer. I would say this. We should try these in- 
direct controls that we have never had. 

I did not subscribe to an awful lot of the theories of the New Deal 
and the Fair Deal but I did subseribe to some of them. They did 
some remarkably good things for this country. One thing they started 
to do was to drain off the excess money that we had during the wars. 
They really had that in mind, but they went farther. They not only 
taxed and took it by taxation, they then did the thing that killed us 
as far as inflation went. They started to borrow from the banks 

Now, if the country could exercise indirect controls, which was 
discussed very well here yesterday, by a more equitable system of 
taxation at the higher level to drain off the surplus and really excess 
earnings of large corporations—l say all corporations and companies 
and individuals: the excess then they would be started on the right 
path. 

Then if they would sell their bonds to individuals instead of the 
Federal Reserve System and banks, they would be taking another 
step 

Now you might say, ‘Will the people buy these bonds?”’ 

Yes, they will buy them, if they are sure they are not going to pay 
$75 for a bond today, sell it for $100 in 10 years, and have the $100 
worth $53 

If we will take these indirect control steps I am certain that the 
confidence of the people will be built up in our fiscal policy. 

Our fiscal policy, I believe, contributed as much to inflation as the 
war. 

That would be my answer, Mr. Chairman. 

The CHarrRMAN. | agree with you 100 percent. The place where 
you and I disagree is that now we have a 53-cent dollar, we have a 
$267 billion debt, we have these hicl prices, we have these high costs 
and we have to deal with them. If vou go back to the point where 
you do not have a 54-cent dollar it means you are going to bankrupt, 


] 


in my personal opinion, literally tens of thousands of businessmen and 
farmers because to get back to a 100-cent dollar now simply means 
that you take 47 percent of the water out. Once you reduce prices 
and wages and all of those things to the level of when we had a 100- 
cent dollar and vou do it in 6 months or a vear or even 2 years, you 
will throw this Nation into a depression that | do not even want to 
think about 

If you do it gradually overa period of maybe 5 vears to 10 vears, you 
can do it. But if you do it, in my opinion—in other words, the value 
of the dollar has not changed, the dollar is still the same dollar. What 
t that dollar buys That is 
he cost of the goods that the 


has changed is the cost of the goods tha 
what has changed, not the dollar. It is t 
doliar buys which has changed. 

In other words, a dollar today—at one time it bought a bushel of 
wheat. Today, it takes $2 to buy a bushel of wheat 

Now I agree 1,000 percent with everything you have said excepting 
I think we have to be realistic and deal with the fact that we have 
situations as they are. My only thought in this legislation is that as 
long as the Korean war continues—we never know when we are at war 
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whether it is going to develop overnight into a big war. The law 
specifically says that the legislation automatically terminates when 
the Korean war is settled. The freeze bill is only for 90 days. That 
is, if we do get into a big war, then we ought to check the hy sterical 
buying that always accompanies a big war and the hoarding that 
always accompanies it, and then have Congress take a good look 
at the whole picture and decide what they want to do. 

Now they might decide that they wanted to handle it by indirect 
controls. They might decide that they wanted some sort of per- 
manent price and wage controls during the duration of the emergency, 
I do not know. 

I have been here 8 years now and I have watched and I have 
stayed up days and nights with this whole problem and at times | 
have been wrong in my thinking and at other times I think I have 
been right. I certainly have not been right all the time. 

My position is based upon 8 years’ experience of being realistic 
in dealing with a 53-cent dollar. 

Now I would agree with vou if we had what people refer to as a 
100-cent dollar today and then got into an emergency such as we did 
in World War II and the Korean war and used the proper fiscal policies 
that we might handle it. But I cannot quite see in my own mind how 
you are going to handle it, with a 53-cent dollar, and with a war in 
Korea, if the time came when your Government needed 30 percent 
to 50 percent of your national product. 

It is a good discussion and it is purely a matter of opinion. 

Senator Gotpwarer. The 53-cent dollar got that way, not from 
prices alone, not from the impact of the war alone. We have a 
53-cent dollar today because of the fiscal policies I just described. 

I will go back to President Roosevelt. I remember his speech when 
he said no millionaires would come out of World War II. 

We people who were interested in the economy, even though I was 

Republican I thought, ‘‘What a wonderful thing to say. I hope he 
can do something about it.” 

The 53-cent dollar got to 53 cents because we operate a deficit 
financing system. I can tell you how to correct that 53-cent dollar 
but I will guarantee you one thing, you will never get it back to a 
round dollar. Since the Indian first invented wampum, that wampum 
has continued to decrease - value—it is the history of money. We 
cannot go back to a round, full dollar of 1939. But if we had had 
only the normal inflationary effect upon the currency without the 
additional impact of borrowing from the banks, of excessive spending 
over our ability to pay, we would have today a dollar that would be 
worth 60 to 65 cents. It might be worth more and it might be 
worth less. 

However, what I maintain is this: 

We Americans are peculiar people. If we have a squeak in our car, 
we can find out what makes it squeak, and we can fix it, and it will 
never squeak again. 

If we find something that does not work mechanically according to 
our desire, we can find the cause of it and fix it. 

But here we sit with 4,000 years of history in which price controls 
have never worked; here we sit, all of us, with the memories in our 
minds of World War II and the Korean incident where controls have 
not worked; where we have had inflation in spite of controls. 
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Now we are not discussing the problems of other committees here, 
but the dollar is going to firm up and start to increase only when we 
start to cut down the deficit. When we start to balance the budget 
and come up 

The CHarrMan. Will the Senator yield? 

Senator GOLDWATER. Yes. 

The Cuarrman. The budget has been for all practical purposes in 
balance since the end of World War II. 

Senator Gotpwarer. As far as dollars and cents go. 

[ have heard you use that argume nt, but let me say it is pretty much 
like you owed a bank $10,000 but you were not able to pay that bank 
$10,000 and yet you had $5 in your poe _ from day to day. 

That has been the position of the Government. We have not 
decreased the deficit one bit. 

The CuHarrMAn. You mean you have not decreased the national 
debt. 

Senator Gotpwater. The national debt. 

The CHArRMAN. There is a difference between debt and deficit. 

Senator GoLpWATER. Yes, there is a big difference. 

The CHAarrRMAN. My point is that, for all practical purposes, since 
the end of World War II we have balanced the budget and have not 
had a deficit. 

Senator GoLtpwaterR. But we have been spending money we do 
not have. I do not care where you get the cash, whether you go 
out and borrow it from the bank, whether you sell a bond or whatever 
you do to get the money. You can hold somebody up for it. The 
fact remains that we have been spending money we do not have. 
You cannot do it in a business. I wish I could. I will tell you that. 

The CHAIRMAN. | think you are wrong, Senator. The national 
debt at the end of World War II was about $265 billion. The national 
debt at the present time is $267.5 billion which means it is $2.5 billion 
more than it was at the end of World War II. Now that is the sum 
total of the deficit we have run since the end of World War LI. 

Senator GoLpwaterR. But it has contributed to this inflation. 

Now you have heard the testimony of the Federal Reserve—I 
forget the exact wording of it—where $100 contributed $600 that 
we did not have. 

The CHarRMAN. Of course, that is credit controls. 

Senator Gotpwater. We are talking about inflation controls and 
not price controls, actually. 

The CuarrmMan. You and I are in agreement that we would have 
been better off if we did not have what we call a 53-cent dollar, but 
we do have it. 

Senator Gotpwaterr. No, I do not even say that. Let us leave 
the 53-cent dollar out of this discussion. The 53-cent dollar we have, 
we have to live with it. We can make it go up to 54 or 55 cents the 
minute we start balancing the budget and start operating on surpluses 
all the way through, but that does not enter into this picture. It does 
have some bearing on it, naturally, but we are trying to control infla- 
tion. We have history to show us that price and wage controls do 
not work. 

I will make this one concession and I have made it earlier. If you 
control every single penny and hundredth of a penny of our country 
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then I agree price and wage controls will work, and I will tell you you 
will need a polic e state to do it. 

The Cuarrman. In my opinion, Senator, you are completely missing 
re point. I am opposed to price, wage, and rent controls. I voted 

rainst them last July. I do not think the “vy are needed today at all 
I a not think they are ever needed excepting at the beginning of a big 
emergency where people become hysterical and they start buying and 
they start hoarding. That is the time when I think we need some sort 
of price, wage, and rent controls, and that we ought to prepare for it 
in advance, rather than waiting until it happens. Then we ought to 
get rid of them within a period of 90 days. 

Senator GOLDWATER. Let me remind you of some facts. 

Now here is a housewife who will agree with me: There was no mad 
rush at the start of 1942. I did a very 


wise thing it turns out now. I 
have two sons. Some day they might have the misfortune of getting 
into my business. I started at the outbreak of hostilities a little diary 
that they could read when I am not here, and thev might be in an- 
other war. What to do about going to market, and what to do about 


prices. I kept a day-to-day record. 

| went in the Army and was in the Army 6 months before there 
was any real scare buying. 

Now at the outbreak of Korea, yes. There was scare buying be- 
cause women remembered, as I related yesterday, that they could not 
buy any nylons, they could not buy a number of things women want 
to buy. 

Mrs. Wricur. At the beginning of World War II I had people call 
me up and say, “‘Go to such and such a store, you can buy all the bacon 
you want there,”’ but I did not do it. 

Senator Gotpwarter. It happened when civilian production fell to 
the point that they could not get it. 

Do you not see what I mean? I am trying to get this point across. 
As long as production is able to take care of military and civilian needs, 
you are not going to worry because you can got to the marke ‘t and buy 
it. It is the day that you go to the market and they say, “You can- 
not have a pound of butter or a pound of bacon, Mrs. Wright.” That 
is when you get panicky and you start running around. 

Mrs. Wricur. Oh, no. I never get panicky and please do not put 
me into that. I could go into stores and take what they had, and it 
did not bother me one single bit. 

Senator GoLtpwatTeEr. I should have said, “housewife.” I am sorry. 

Mrs. Wricur. I did not do any of that at all and I am very proud 
that I did not. 

Senator GoLpwaterR. Now at the outbreak of the Korean war 
women remembered those shortages and they rushed in to buy. 

for a period of time—I am sorry I do not have the time with 
me—there was not enough goods to take care of them. Now we are 
in that war today. As someone said yesterday, we are killing just 
as many boys today as we were 2 years ago. If anything, the inter- 
national system has tightened instead of loosening. Yet, we are 
releasing controls, and in cases, prices have gone up. I will admit 
that. But in many, many, many cases prices have also gone down. 

Where production is up to the demand, it will be there. 

Now where the prices have gone up, if the people do not want to 


buy it, the prices will come down. That is our law of supply and 
demand. 
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Mrs. Wricar. Will you promise me that in buying an automobile? 
[ need a new one and prices have gone way up on them since | bought 
my last one in 1948. 

Senator GoLpwater. I was answering Senator Capehart here, and 
I want to ask th's one question: In view of the fact that wages went 
up 12.7 percent during this control period—and you are a manufac- 
turer—would you say that that could have added to the control of 
prices? 

The CuarrnmMan. Well, every man’s price increase is another man’s 
cost increase. 

The question i have been asking here is, we have the greatest 
production here in the history of the Nation. 1 think we can say that 
of everything. We have surpluses of food. And yet prices are at 
the highest they have ever been in the history of the Nation. 

Now the reason for that, of course, is because costs are the highest 
they have ever been. Because every man’s price increase or selling 
price is another man’s cost. So you have this whole business up here. 
You have this 53-cent dollar. 

How, now, are you going to get it back down, or do you want to get 
it back down? I do not know that you particularly want to get it 
back down if everything is in balance. 

Senator GoLpwaTER. Now you have said it. 

The CuHairMan. That is the big question. 

Let me say this: If you go back to the 100-cent dollar it means you 
go back to 50-cents-an-hour wages and 50-cent corn, and $700, $800, 
or $900 automobiles. 

We might be better off under those circumstances if everything was 
in balance. But itis not. All I am trying to do in this instance is to 
be realistic, that isall. I am not trying to condemn what has happened 
in the past. It is over with and we have it. We would have the 
responsibility now in the Presidency and in this Congress—I think we 
have to be realistic and we have to deal with situations as they exist 
and not as we would like to have them exist, not as they might have 
existed, but as they exist. We have a Korean war on our hands. We 
have this huge debt. We have high prices. We have the greatest 
production in the history of the Nation and yet we have high prices. 

All | want to do in this legislation, based upon 8 years of experience 
down here, is that if we get into an emergency overnight, that we can 
check prices and wages and rents, the inflationary spiral, that very 
moment, until such time as the Congress in its wisdom can decide 
what it wants to do. That is all | want to do. I want to put the 
brakes on until we can decide what we want to do, and I would like 
to make a little preparation for it in advance. Now that is all I want 
todo. I might be the first fellow, if an emergency occurred tomorrow 
and we had this law and the President put it into effect, | might be 
the first fellow in 30 days’ time to say, ‘‘We do not need price, wage, 
and rent controls,’’ and | might vote against it. 

However, I want some system here where we can check it until we 
ean take a good look at it. It might get away from us. 

I do not see where it will do anybody any harm and | thnk it 
might well do some good. I am just being realistic, that is all. 

Senator GotpwarTer. I think you are missing the entire point of 
the purpose of this legislation, and I say that respectfully to you 
because | know you introduced it. The purpose of it is to prevent 
inflation. 
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I am a businessman and frankly my opinion is, my feeling is, I do 
not want to see prices come down or wages come down in this country, 
and nothing you can do, short of a depression, would cause either one 
of them to come down and they would not come down to any level 
such as we had in the 1930’s or the 1940’s. 

I might call to vour attention that between 1913 and 1942 we had 
over a 46-point rise in the cost-of-living index without controls, 
except for a short period during World War I. We have had 
remarkably fast climb in the cost-of-living index since 1942 with 2 
periods of controls. 

Now my argument is that we are not getting at the root of the cause 
of inflation. The controlling of prices, the controlling of wages is not 
going to stop inflation. It has not stopped it, Senator Capehart. 

The CHarrMan. There is nothing in this legislation which says 
that we are going to control prices, wages, and rents. All it says 
is that if we get into a big emergency that the President bas the right 
to freeze the economy of the Nation for a short period of time until 
the Congress can take a good look at it and decide what ought to be 
done. 

l again want to re that I might be the first fellow to vote against 
invoking what might be called voting for a price, wage, and rent 
control bill. That is all I am trying to do. I possibly have taken 
more heat from more sources on being against price, wage, and rent 
controls than anybody in the Congress. 

You will remember the Capehart amendment which I took a terrific 
amount of heat over. The only reason you needed the Capehart 
amendment was the fact that you did not freeze the prices at the 
beginning of the Korean war. 

Now you see we did not freeze them at the beginning of the Korean 
war. The Congress passed the bill on September 5 _ the President put 
it into effect on January 21 the following year and it was that period 
in which prices got completely out of line. The Capehart amendment 
was an effort—a very feeble one possibly the way it worked out—to 
get them back in some sort of line with each other with respect to 
prices. I learned my lesson as a result of what this Congress did and 
as a result of what the President failed to do and what the Congress 
failed to do by letting the inflationary spiral get started before they 
decided to do anything about it. 

Now, maybe they should not have even then done anything about 
it. I can make a good argument for that, too, but they did. If you 
do not think, if they get into another big emergency, that the Con- 
gress will consider price, wage, and rent “controls and if you do not 
think if you have a big war that you need price, wage, and rent 
controls, then, of course, what I am suggesting is not necessary at 
all. But I am just as certain as I am sitting here that if you had an 
emergency tomorrow that this Congress would immediately consider 
price, wage, and rent controls. Now, maybe they should not, but 
they will. 

Senator Gotpwarter. I think they would and I would hope they 
would do nothing about it. You have had 8 years of experience. 
You have been in the business field. The preponderance of testimony 
before this committee has been in regard to this fact and I think the 
preponderance of it will continue to support this fact: That the 
dangerous thing to do is to put the threat of controls over our economy. 
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If you want to see women buy, if you want to see the American 
public buy, just tell them they cannot buy something. 

Now in the advertising business, that is one of the oldest tricks of 
the trade. If you let on like something is hard to get, every customer 
you have will be down the next day to buy it. 

And the thing I am scared to death about this thing is—I am refer- 
ring to S. 1081 now because I[ think that is what we are now talking 
about—is that if you say to the public and the ec onomy of this country 
that, “We have here a document in the President’s hands’’—I do not 
care who the President is—‘‘and that the President can invoke this 
at any time there is an emergency’’—the moment there is even any 
hint of an emergency, like Stalin’s death, or like Anthony Eden being 
over here—of course, that is another kind of an emergency, entirely. 
That emergency comes up with every visit, but every time there is a 
further unbalance in the world situation, the consumers—not the 
consumer, immediately; the retailer, the wholesaler, will begin to firm 
his prices up 

I will guarantee you this, that you would not be able to make a firm 
contract for wool or any other thing if you had that matter in there. 

The Cuarrman. Excuse me, Senator. I think it is just the opposite 
L think you would be able to. 

Senator Gotpwatrer. No, you would not. 

One of the worst things that ever happened to this country was thé 
escalator clause General Motors wrote into their contract. 

The CHatrmMan. You think that is bad? 

Senator Gotpwater. Nobody can tell the price of automobiles, 
what they will be tomorrow, next week, or the week after. 

We have escalator clauses as a result of that written and printed 
into every contract that a little business like mine has to write. 

What | maintain is that that threat is a serious thing. I further 
maintain—and then | will be quiet forevermore—that this right 
belongs to the Congress of the United States, and it does not belong 
to the President, it does not belong, with all respect to you as a con- 
sumer, it does not belong to the consumers, it does not belong to this 
committee, it belongs to the Congress, and we should not give it up 

I have two solid reasons and I will stand on them until my feet fall 
off. Congress is one; the other one is the danger of telling the Amer- 
ican free economy that, “You have this hanging over your head.” 

Mrs. Wricur. I do not think so, I disagree with you, Senator, 
with all due respect. 

You have put into the record a statement relative to 4,000 years 
ago. How about the Pharaoh storing grain for a time of famine. 

Senator Gotpwarer. He did that and it did not work. 

Mrs. Wricur. It seemed to me it did work. You are probably a 
better Biblical scholar than I am, though. 

Senator Gotpwarter. Well, I do not have my history with me, but 
I will be glad to send it to vou, if you would like it. It is very interest- 
ing. 

Mrs. Wricur. I should appreciate it. 

Senator LenmMan. | agree with Senator Goldwater, we are never 
going back to a 100-cent dollar and I think it would be the worst thing 
in the world to attempt to do it. I think it would lead to inflation 
and would be disastrous. However, as I understood, Senator Gold- 
water, you ascribed most of the difficulties that have come through 
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inflation to the great growth in the national debt and to the recurring 
deficits. 

| am not going into the question of the economics of that, but I do 
want to point out that I think that proves pretty clearly that, if the 
Senator is correct, that we should have paid a larger share of the costs 
of the war and of defense out of tax revenues than out of debt financing. 

Now what is happening today, it seems to me, is that there is a 
threat that you are just going to intensify that situation. Every- 
body is talking about cutting taxes when they have not got the slight- 
est idea as yet—anybody from the President down; I make that state- 
ment without fear of contradiction—no one has any idea today what 
the needs are going to be for defense and what the world situation is 
going to be. We only know from testimony that has been given 
before this committee that the world situation has not improved in 
any way and that it is at least as serious and possibly more serious 
than it was 6 months or 12 months ago. 

We certainly do not know what the recommendations are going to 
be for defense appropriations, and as the chairman has pointed out 
many times, we have not the slightest idea whether we are going to 
require 20 percent or 30 percent or 50 percent of our national produc- 
tion for defense requirements. 

Now, under those circumstances it seems to me that to talk about 
eutting taxes is wrong at this time when there is not the slightest 
indication that anybody knows whether the budget can be placed in 
balance, whether we can finance the needs out of the tax revenues 
not only those that would be left after the tax cui but even after the 
present level of taxation. Yet here we are blindly going on talking 
about tax cuts without the slightest knowledge of what the require- 
ments of this country are going to be 

Senator Gotpwarer. | do not believe the distinguished Senator 
has ever heard me say anything about cutting taxes. I am realistic 
about it. I do not think you can cut them until you balance the 
budget, but what I said was this, as we approach these periods of 
emergency, or even at this present time vO back to President Roose- 
velt’s remark that I referred you to: “There will be no millionaires 
out of World War II.”’ 

Yet the tax structure was such that there were hundreds of mil- 
lionaire S ¢ oming out of World War II. 

I do not decry that. I think if a man can make $100 million, let 
him make it. If he can go broke, that is his right to do it. 

You have had long and distinguished experience with money. 
You know what I say about inflation being the unbalanced condition 
between goods and money is a simple basic fact about inflation. Yet 
we have never made any real attempt, outside of the statement of 
President Roosevelt—and that was the end of it—to control this 
excess money. We have made attempts to control excess goods. We 
do it in my country in farming, on a cooperative basis where we say, 
“We'll get together and cut our cotton acreage in order to keep prices 
where we want to keep them, or to keep supply where we want to 
keep it." 

But it is such a simple thing. I think the distinguished Senator 
from New York, with his lifelong experience with money, would be the 
first one to admit that the tax structure that we have gone through in 
the last 15 years or the last 12 years of the emergency certainly did not 
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produce all the money that it could have produced in this country— 
and I am not talking about taxing the little fellow. I am talking 
about taxing corporations that were not fairly taxed. 

Senator Lenman. I only wish the distinguished Senator from 
Arizona had been in the Senate a year ago or 2 years ago when some 
of us tried to get a larger share of the cost of carrying on defense 
efforts out of taxation and we were defeated. 

The CHarrMANn. Our next witness is Mr. Robert R. Nathan, chair- 
man of the executive committee of the Americans for Democratic 
Action. We are going to quit promptly today at 12 o’clock, at which 
time we will have an executive session to consider the nomination of 
Mr. Cole to be Housing Administrator. 

I wish the members of the staff would notify all other Senators that 
promptly at 12 o’clock we will, in executive session, consider that 
nomination. 

Mr. Nathan, you may proceed in your own way. 


STATEMENT OF ROBERT R. NATHAN, CHAIRMAN, EXECUTIVE 
COMMITTEE, AMERICANS FOR DEMOCRATIC ACTION 


Mr. Natuan. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I am Robert R. 
Nathan, of the executive committee of the Americans for Democratic 
Action and | appear here to present the views of ADA, on the question 
of standby controls. 

I have been asked to testify for ADA because of my personal experi- 
ences with this problem of controls as Chairman of the Planning 
Committee of the War Production Board during World War II, and 
as Deputy Director of the Office of War Mobilization. 

We believe that during World War II and the subsequent period, it 
was demonstrated that direct controls were effective—and I could not 
help but hear, Mr. Chairman, the discussion in the last few minutes, 
and it is my personal, very strong conviction that during World War 
II, once controls were introduced and once controls were introduced 
during Korean hostilities, these controls were entirely effective and did 
slow down the rate of inflation significantly and effectively. 

With the termination of ¢ -ontrol legislation on April 30, the Govern- 
ment will be without any authority to impose any kind of direct 
controls to prevent prices going up, if a critical emergency does 
develop. 

Now I think historically it has been demonstrated that there is a 
considerable period of time involved in preparing and enacting and 
implementing legislation on controls. 

During this period prices tend to rise rather rapidly and the very 
inequities and unbalances which arise during that early period make 
it difficult for the controls to be totally effective thereafter. 

I think we saw that in the early part of World War IT and we saw 
that again in the period after June 25, 1950. This delay should in 
some way be overcome and we think it can be overcome through some 
simple legislation for standby controls pending the opportunity for 
Congress to develop an integrated total intelligeni program and for 
the implementation of that kind of program. 
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We think that as the emergency rises it is necessary to move fast. 
The types of controls that were effective during World War II were 
not necessarily those that are most effective at the present time and 
if an emergency does not arise for some years hence, it is possible 
that the types of controls that will be needed under those future 
circumstances may be inappropriate or at least the present controls 
may be inappropriate for that period. 

That is why we think that a simple freeze for a relatively limited 
period of time is the desirable approach to this problem. 

In the world picture as has just been stated, no one knows what the 
developments are. Certainly we in ADA have no better knowledge 
than anyone else as to what is going to happen as a result of the develop- 
ment yesterday in the Soviet Union, but there is no basis for assuming 
that there will be a lessening of the international emergency and the 
critical situation imposed by Communist aggression. If aggression 
were to take place in other parts of the world immediately, we would 
have to step up our military program very, very substantially, and I 
think we could. 

As | interpret the statements of the Office of Defense Mobilization, 
we not only have stepped up our military production but we also have 
stepped up our capacity to produce military goods and, therefore, [ 
think that in another emergency we could probably step up military 
expenditures more rapidly than we were able to at the beginning of 
the Second World War or at the beginning of the Korean hostilities. 
That means the need for prompt action is even greater this time than 
it was before. 

I think that is an added reason for standby controls. We believe 
that there continues to be a problem in the area of rents because of 
continued shortages of housing in certain selected areas around the 
country, and it is spelled out in the statement and I would not go 
into detail there. 

We urge continuation of controls in defense areas and those areas of 
continued critical shortages where decontrol would bring about a siz- 
able increase. 

We urge the continuation of the Small Defense Plants Administra- 
tion as an independent agency. We would like to see its authority 
increased even with respect to contracts and loans which would give 
to that agency a greater degree of independence than it has had in 
the past. 

I think that historically it can be well demonstrated that adequate 
contracts to small business will not be forthcoming by leaving the 
problem entirely to the military forces. 

I think that the Small Defense Plants Administration has done a 
very creditable job in terms of diverting the flow of military contracts 
to business and we urge the continuation and strengthening of that 
agency. 

We realize that the jurisdiction of this committee does not extend 
to taxation and fiscal policies, but ADA feels it would be remiss in its 
responsibility if it did not express to the members of this committee 
and to the entire Congress the very great importance of fiscal policies 
which are appropriate to halt inflation. 

That means taxation, credit controls, limited expenditures in terms 
of getting the maximum efficiency, and things of that nature. 
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Certainly receipts and expenditures of the Federal Government 
must be reviewed carefully in considering the problem of fighting 
inflation. 

We believe very strongly in operating on a pay-as-you-go basis 
during periods of full employment and high levels of production. 

Deficits during such periods tend to add to the fires of inflation. 
We think deficits can be justified only when there is a mass unemploy- 
ment or when resources are idle or when the needs of the national 
emergency are so great that it is impracticable to have a tax program 
which would permit a pay-as-you-go basis, such as all-out war, 
otherwise we strongly urge a pay-as-you-go basis. 

Now the termination of ccntrols on April 30 may prove premature 
for certain selected commodities. We have already seen some price 
rises. However, we do not believe that the consequences of decontrol 
this time will be anything near like the consequences in 1946. But 
even if some prices do go up, it is possible that consumers may be 
priced out of the market. 

Senator Maysank. Are there any particular commodities you have 
in mind? 

Mr. Naruan. Cigarettes, rice, petroleum in some sections of the 
country, and copper, and I believe, Senator Maybank, that the 
decontrol that came first was on the items which were least pressing 
and on which the prices were least pressing against the ceiling. 

Senator MayBank. Textiles and so forth? 

Mr. Natuan. They were already below the ceiling and they would 
not rise. 

Senator Maysank. I did not mean that they would rise, but that 
they were more justified than perhaps copper. 

Mr. Narsaan. Undoubtedly. I think under any controls system, 
if any significant margin exists between the price ceiling and the market 
price, and the market price is substantially below the ceiling, I think 
the control is not needed. But, in view of the general picture of the 
developments that would arise under a national emergency, we 
strongly urge this standby control. 

The CuarrMan. Are there any questions, gentlemen? 

Senator Bennetr. You said because our production facilities have 
increased we will therefore need to have the controls imposed more 
rapidly. 

Do you not believe that the increase in production facilities rather 
acts to prevent inflation, than to encourage it? 

Mr. Naruan. That is absolutely true, but what we have done since 
the start of the war in Korea is to expand our production for military 
goods more rapidly than the actual increase in military production. 

I think it was one of the quarterly reports of the Office of Defense 
Mobilization that said: 

Not only have we increased the production of armaments but we have increased 
our capacity to produce armaments, so if it is necessary to step up armament 
production we can step it up rapidly. 

Senator Bennerr. Is that not anti-inflationary? 

Mr. Naruan. That is anti-inflationary except if a mobilization 
period were to come into being, where, let us say, we had to step up 
military production very sandaio. We could increase the production 
of guns and tanks and planes much more rapidly than at any time in 
the past. 
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Now that would take copper away from civilian products. It 
would take aluminum away from civilian products. It would take 
steel away from civilian products at a much more rapid rate than was 
true in 1940 or 1941, or that was true after June of 1950, and that is 
why I think if we ran into an international crisis which necessitated a 
rapid stepping up of our military production we would have a quicker 
squeeze on the civilian economy than we have ever had in the past. 

Senator Bennerr. Is not the answer to that rationing rather than 
controls? 

Mr. Naruan. Well, of course, in many ways, rationing is regarded 
as more of a restriction on freedom of individuals and a free ec onomy 
than indirect controls over price and wages. 

Certainly under circumstances where a ver y serious shortage 
develops in the supply of goods for the consumer, rationing may very 
well be needed. 

Now I think during the Korean hostilities, Senator, we got along 
very well without rationing because the diversion of production from 
military uses to civilian uses was only of limited magnitude and 
therefore the civilians, even though they could not get everything 
they wanted to, could get certainly enough so that it was not necessary 
to apportion it among civilians. 

Senator Bennett. Do you believe high prices cause inflation and 
therefore consumer controls are a cure for inflation? 

Mr. Natuan. No, sir; they are a reflection of, or manifestation of, 
inflation. It is just the way in which inflation manifests itself. 

I think that control over prices is needed in order not to let the 
inflation run its course. Inflation arises because you have more 
money to spend or attempting to be spent on the part of people than 
you have goods available to be purchased with that money. 

Senator Bennett. Then it is a palliative and not a cure? 

Mr. Natruan. Without question. The real cure for inflation, as 
Senator Goldwater says, is to bring supply and demand into balance, 
but the difficulty on that position is that those same groups by and 
large who object to direct controls also object to adequate taxes to 
prevent inflation. 

Senator Bennett. Do you believe that wage controls should be 
imposed as vigorously as price controls in the event of an emergency? 

Mr. Natuayn. I think both have to be controlled in relation to each 
other. I do not think one can be controlled without the other. 

Senator Bennett. I judge from your testimony that you believe 
we decontrolled too quickly after World War IT and we decontrolled 
too quickly after the Korean situation. 

Mr. Natuan. We may be decontrolling too quickly on some com- 
modities after the Korean situation. 

After World War II there is no doubt in my mind but what we 
decontrolled too quickly. 

You see, during a war, Senator, the forces of inflation pile up. 

In 1943, 1944, and 1945, the people of this country and the cor- 
porations in this country earned a lot more money and received a lot 
more money than they could conceivably spend on goods that were 
available. The result is savings piled up on distributive profits of 
corporations and it would have taken some additional period of time 
for that to begin to be diluted. 
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As supply increased and as those accumulated, savings and liquid 
assets would have gradually been spent for goods. 

But when the controls were taken off in 1946, at that time there 
was this huge accumulation of liquid assets in the hands of business 
and individuals and at the same time, consumer goods were going up 
but not going up fast enough to permit this money to be spent on 
those consumer goods and the result is that you had an explosion. 
All this extra money suddenly moved into the market to buy this 
limited supply of goods and prices naturally rose. 

Senator BENNETT. You believe if we held on for another 2 or 3 
years, the forces of inflation which had been dammed up during the 
war would not bave operated against prices? 

Mr. Naruan. I believe that and I would add also, Senator, that 
it would have been well in that immediate postwar period to have kept 
taxes very high and maybe even to increase them to have had a surplus 
and that we have helped drain off buying power during that period. 

Senator Bennerr. We had a series of 5 or 6 annual wage increases. 
Do you not think that had something to do with the postwar inflation? 

Mr. Naruan. Well T was in the middle of that issue very strongly 
myself and I think those wage increases largely followed the price 
increases, Senator. If we go back over that period we will find the 
price increases largely preceded the wage increases which cut into the 
real buying power of the lower-income group and I do not think they 
should have borne the burden of that. 

Senator Bennetrr. Would you have been willing to continue the 
freeze on wages during 1946, 1947, and 1948? 

Mr. Natuan. With a freeze on prices? 

Senator Bennett. Yes. 

Mr. Naruan. Yes, sir. 

Senator Bennerr. In other words you believe we should continue 
to operate our economy on a more or less personally controlled basis? 

Mr. Natuan. No, by no means. No, sir. 

I think a couple of years might have been entirely adequate, but I 
think that controls in normal periods of peacetime are absolutely 
undesirable and I feel personally entirely inconsistent with a free- 
enterprise economy. 

Senator Bennert. Do you believe it is bad for prices to rise? 

Mr. Naruan. As they did; yes. I think what is dangerous is the 
kind of a price increase, Senator, which distorts the relationships— 
for instance the fixed income groups were definitely decreased in a 
period of price increase. 

The relation between debtors and creditors. For instance, the one 
who owes a debt is benefited during price rise and one to whom money 
is owed is hurt in a price rise. 

Those relationships can be very damaging to one group in society 
compared to another and I think that while I would certainly not 
favor continuing the inflation I would not be particularly alarmed at a 
slight increase in prices from time to time. But a sizable increase in 
prices is very damaging and destructive. 

Senator Benner. You said specifically you thought controls should 
have been kept on to prevent the rise in cigarette prices. 

Do you think a rise of 1 cent a package is damaging to the economy? 

Mr. Naruan. Not particularly, sir. It will cut into the buying 
power of some. 
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T have a feeling, Senator, that we are in a period of the economy 
today, where we could move in either one or another direction. If 
there were increased military expenditures, or a sizable cut in taxes 
which would increase the deficit we could move into a further 
inflationary period. 

On the other hand, I think if some businessmen did not exercise 
some restraint and figure, ‘‘Well now controls are off and let’s grab 
what we can and push prices up,” even in certain selected areas and 
squeeze consumers out of the market, we could have a decline in 
business and have a downturning business. 

Senator Bennett. In the meat situation we have had the opposite 
reaction. Do you think the cost of living has been offset by the rise 
of 1 cent a package in cigarettes, to the extent that it would wipe 
out the natural results of the decline in meat prices? 

Mr. Nartuan. I doubt it. I think that the total consumer price 
index is not going to rise in any real degree in the next 3 or 4 months. 

It is only a few selected items that have had these increases and that 
will increase, but by and large the total price picture is not going to 
change much this time as a result of decontrol. 

Senator Bennetr. Then are you willing to change your statement 
that you think we are taking price controls off too quickly under the 
present circumstances? 

Mr. Naruan. I would think that selective controls let’s say, such 
things as copper for a few additional months might have been very 
helpful, Senator. 

Senator Bennetr. Do you think it has been realistic to require the 
domestic copper producers to produce copper at 24% cents while we 
have been paying Chile 36% cents? 

Mr. Natuan. To answer that question, I would like to look at the 
profit figures of the copper companies. 

I think if the copper companies in America are making a very 
favorable return in their investment then I think it is entirely reason- 
able to control it. 

Senator Bennett. Do you know anything about the hundreds of 
little copper mines that have had to close? Apparently you care only 
for the big three. 

Mr. Narnan. In World War II we had that problem, Senator, and 
special allowances were made to small mines in order to permit them 
to operate. 

Not only would I say it is not true that I do not care about them, 
but I think we should help them. 

Senator Bennetr. Then you are agreeing with what Mr. Kline 
said, yesterday, that the inevitable result of controls is subsidies? 

Mr. Natuan. In some areas it may be, yes. 

Senator Bennetr. Do you like to have that kind of an economy 
operate in peacetimes? 

Mr. Natuan. No, of course not, not in peacetimes. But I would 
rather have a price control on copper and subsidize the marginal 
producers than to allow the price of copper to go from 20 to 40 cents, 
which is entirely conceivable in a period of total emergency. 

Senator Bricker. The taxpaver pays it just the same. 

Mr. Narsan. Yes, Senator Bricker, but I think the influence on 
the economy is much different. If you let copper go from 20 cents 
to 40 cents per pound, and it could in a period of national emergency, 
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when you have a tremendous demand for ammunition, then you are 
introducing into the overall economy an element of inflation which 
is damaging to everyone to a serious degree. On the other hand if 
you hold the price to 20 cents and subsidize a few, it would not so 
affect the economy. 

Senator Bennerr. You are not talking about wartime. You say 
right now, in this comparative time when you are apparently willing 
to agree for certain price controls to come off. 

You want to make an exception for copper. 

Will we ever be able to develop an adequate domestic supply if we 
operate on the theory that it is perfectly all right, first, to control 
our domestic prices below the world market and to subsidize the 
marginal fellows, and still be perfectly willing to go and pay exor- 
bitant prices, for foreign-policy reasons, to people outside? 

What is going to happen to our free economy? Will we ever have 
a free economy? 

Mr. Naruan. I certainly hope we will have a free economy. I 
would hope that the national emergency would tend to subside after a 
time. We may be in this cold war for 20 years. I would certainly 
hope not. 

To the extent that we would remain in the cold war for 10 or 20 
years, then I would say we are really in a sense not living in a free 
period. I would think myself that we would not have to have con- 
trols during that period by any means because the productive capacity 
of this country is increasing so rapidly that I think we could carry 
$50 or $60 billion in military appropriations without controls after a 
relatively short period, and I think without any fear of inflation, if we 
have the right kind of tax policy. 

Senator Bennetr. Well, that last statement of yours interests me. 

You are not prepared to tell the committee that the imposition, or 
the passing of standby or freeze legislation which permits consumer 
controls alone is enough to solve the problems that would face us in the 
event of an all-out emergency? 

Mr. NatHan. By no means. 

Senator Bennett. Are they not actually the less important factors 
in the situation? 

Mr. Natuan. Well, one is very realistic. I think one is one of the 
most important factors because I think from a realistic point you are 
not likely to get the kind of fiscal policy appropriate for emergency 
times. 

During World War II we could have doubled our taxes. If the 
people had the money to buy bonds and have the savings and the 
businessmen had the money to buy the bonds and they had the sav- 
ings they had during World War II, they certainly had the money to 
pay the taxes. But we did not get that kind of a tax bill, and I do 
not think we ever will in a period of total emergency. 

Let us take an illustration: Today our gross national product is 
around $350 billion a year. I would say that under present prices 
if we had an all-out war, our war expenditures would probably run 
$150 billion a yéar—just at the present level of capacity and every- 
thing else. 

I frankly cannot conceive of tax revenues of $150 billion at this 
time being enacted. It could be, but I do not believe it would be 
done. 
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Senator Bennerr. What you are saying then is, to use another 
illustration: Here is a fellow who has appendicitis and gets a tempera- 
ture. He says, “I am afraid to be operated on, so put ice bags on 
my head and reduce the temperature and I will be just as well off.”’ 

Actually sooner or later somebody has to go in and perform that 
operation. 

The thing that bothers me about direct controls is that we treat 
the symptoms and we persuade the American people that they have 
not a temperature after all and we put the ice bags on the head, but 
nobody has the courage to tell the patient, ‘“You are in serious con- 
dition and you need an operation.”’ 

Now my position is, | hope we have the leadership that can inspire 
the American people to face the thing realistically, and I am afraid 
the ice bags cloud the issue rather than cure it. 

Mr. Naruan. We are going to have a good test in this session of 
Congress on the tax bill. I would say with the kind of full employ- 
ment we have today and the production, I think that deficit financing 
is absurd, from an economic point of view, as much so as any economic 
policy one can conceive of, but it may well be that that is going to 
be the policy 

Senator Bennett. You agree with Senator Lehman that it is im- 
possible to cut the cost of government under present circumstances? 

Mr. Naruan. No, I donot. I read the Sarnoff report with respect 
to military establishments and I agree with that report. 

By the way, it is a tough job to go in and do a job in economy in 
the military establishments but I am sure there are possibilities for 
savings without interfering with our military strength. I think it 
could be done. 

Whether that could be done and also cut taxes and balance the 
budget, I do not know. I have serious doubt. 

Senator Benner. I believe we are in agreement that we should 
have a balanced budget. I have more hope than you do with respect 
to cutting of taxes. 

However, I am disturbed by this constant implication that because 
we cannot foresee the future, we have to continue at present at even 
higher rates of arming for all eventualities. 

One of the things my father taught me when I started in business 
is that if you buy insurance against everything conceivable—every 
conceivable situation—you have to go out of business. You cannot 
produce enough money to buy insurance against everything. I have 
a relative who served his career in the Army who tells me that the 
Army would fortify the moon if they could get appropriations. 

Now we cannot go on that kind of a basis. I think the men who 
have spent their lives as military men, backed by civilians who have 
come in to review the situation, can find a balance upon which we 
can safely proceed. 

Mr. Naraan. I hope so. Just as an aside, I have yet to see effec- 
tive civilian activity in the military establishments, in my own per- 
sonal observation and experience. I think it has been awfully tough. 
I would hope it can be accomplished. 

Senator Bennerr. You do not believe we should turn over the 
Department of Defense to the military? 

Mr. Naruan. By no means. I hope we can somehow work out a 
technique and mechanism. I think the Secretary had some good 
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ideas on reorganization that would give civilian control a little greater 
opportunity. 

The CHarrmMan. Are there any other questions, gentlemen? 

Senator GoLpwateR. You are convinced that price controls will 
work, according to your statement. 

I would like to get back to my former line of reasoning that they 
do not work and | would like to cite you some examples. 

During the period in which controls were off immediately following 
World War II, let us take one item of apparel. ‘That is, all apparel, 
men’s and women’s and children’s. The index in that period ran 
from 185.8 to 187.7, a very small increase. That was because during 
that period the textile manufacturers of this country eaught up and 
as you admitted in your testimony, there is no problem about textiles, 
because our great productive capacity finally got going in textiles and 
today we find a very good condition in textiles, in spite of controls. 

Now after controls went on, apparel went up more than they did 
in the period when there was a free economy. 

Now let us take a look at another segment of our economy, the 
housefurnishings group, which during the war was occupied in manu- 
facturing war materiel of all types. They were not producing civilian 
goods such as beds and bedroom suites, and so forth. 

In the same period when they stopped making war goods and they 
started to manufacture civilian goods, the price index in their line 
went from 184.4 to 210.9. But now, since controls have been on, and 
in spite of controls, they have started to come down because produc- 
tion caught up with demand, and only that. 

Now let me get to two other points. In the case of automobiles, in 
the case of anything manufactured in steel, iceboxes, washing machines 
automobiles, anything that has steel in them, during last year we had 
a steel strike and a rather large one and in the settling of that strike, 
wage increases were granted. Immediately after wage increases were 
granted, price increases in a ton of steel were granted. 

Now where does that go? Who pays that? Do you think that the 
big steel companies pay that? Do you think that the unions pay that? 
Eventually you and I pay it, and everybody in the United States pays 
that increase. 

In the price of automobiles today, because everything connected 
with automobiles and everything connected with the production of 
steel has been favored, more or less; salaries have gone up and prices 
have come up. 

And I do not agree with you that in the last 10 or 11 years the lead 
has been prices. The lead has been wages. 

Now it is my argument that you cannot control prices without 
absolutely controlling everything. We have here excellent examples 
of it, do you not agree? 

Mr. Naruan. No; I think your period that you are using it seems 
to me weakens your argument, Senator. You say in 1946, for instance, 
when decontrol went off, the textiles were soft. That was because at 
that time, as you said, and I think quite properly, the increase in 
production of textiles tended to bring it in balance with the demand. 

I think after Korea started, there was a very sharp rise in textile 
prices, in the second half of 1950, before controls were introduced. 
From June on, of 1950, textile prices rose—in June of 1950 for a sub- 
stantial period—because there began scare buying. 
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Senator Maypank. More than that, you had a collapse of the 
cotton crop which was destroyed by the drought and the bad weather. 
A prediction of 15 million fell to actual production of 10 million bales. 
That had a lot to do with textiles. 

Senator GoLpwaTerR. But the overall textile price did not increase. 
It stayed to 184 clear through 1950. Then it did start to go up, but 
we have had the introduction of new textiles, too. 

Mr. Naruan. From June 1950, the apparel price index was 96.5, 
and for a 1951 average, it was 106.9. That is about a 10-percent 
increase from June 1950 to the average of 1951 in apparel prices. 

Senator GoLpwaTeER. You are using a different index. I am using 
that of the Department of Labor statistics put out in 1953. There 
are several ways of figuring cost-of-living indexes and yours would be 
the same as this if you projected it. 

Mr. Natuan. Supposing we had emergency legislation, Senator 
Goldwater, at June 1950, and as soon as the war broke out in Korea 
prices were frozen. I am convinced prices would never have risen in 
those early months after Korea the way they did. 

Now, you raise the second question of these matters of adjustments. 

That is one of the things, Mr. Chairman, that I think is important 
in this legislation and why the freeze ought to be of short duration and 
why I think your bill which provides for adjustment in case of inequi- 
ties and so forth are appropriate, because as of any single date, no one 
can say that relationships are stable. 

For instance, if I happen to produce copper and I raise the price of 
copper today, that might not reflect itself in a washing machine for 3 
months. Now, if the day after I raise the price of copper everything is 
frozen, then the washing-machine manufacturer is at a disadvantage 
and that is why certain adjustments have to be made, and they were 
made during World War II and they were made after Korea. 

Those adjustments usually do allow a creeping rise in prices. You 
are right, Senator, that that is paid by everybody. But I would hope 
that the administration of the price controls would keep those little 
adjustments to a minimum so at least you slow down very substan- 
tially the rise in prices. 

Senator GoLpwaTeER. Well, would you call a 100-percent increase in 
the price of automobiles in a 12-year period a ‘creeping’ 
increase? 

Mr. Narsan. No; I think it is quite a serious increase. 

Senator GoLtpwarer. I think it is quite a jump. 

Mr. Naruan. I do, too. 

Senator Gotpwarter. | do not quite agree with you in your state- 
ment that if we had frozen prices of textiles or anything in June of 
1950, that we would have held the price. 

The law that we are talking about, of supply and demand, would 
have eventually worked. It worked in the case of textiles. 

Now, if textiles were still short, we would have much higher prices 
in textiles, in spite of controls. 

You see, in the automobile business today where we have higher prices 
in spite of controls—and one of my main arguments is just this, and I 
think you have to agree, that if we are going to control, we have to 
control everything. 

Mr. Natuan. Well, we did control everything during World War IT. 

Senator GoLpwaTer. No; we did not. 

Mr. Naruan. Most everything. 
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Senator GoLpWaTER. You say most everything. But you do not 
control prices by controlling ‘‘most.”’ 

Mr. NarHan. Well, we did in World War II. Senator, if you will 
look at the chart—and I would be glad to prepare a chart of the move- 
ment of prices, let us say, from January 1940, when the war emerged— 
it began to have an impact on our economy way before we had any 
war or appropriations. Foreign buying had already started. You 
will find from the beginning of 1940 until early 1942 when price con- 
trols were introduced, you had a very steep rise in prices. And, when 
controls went on in the spring of 1942, for the next 3 years of hostilities, 
or really from the next 4 years until the spring of 1946, you had an 
almost imperceptible rise in prices, and I think that is significant. 

The CuarrMan. Many of the Senators wish to go to the floor at 
12 o’clock and we want to act on this Cole nomination. 

Are we finished with Mr. Nathan or could he come back at 2 
o'clock? 

Senator Gotpwater. I am sorry I took so long. It is a very 
interesting discussion. 

The Cuarrman. I originally said 12 o’clock and then some of 
the Senators asked me to do it immediately so they could be on 
the floor shortly after 12. 

I am sure Mr. Nathan would be delighted to come back after 
2 o'clock if anyone wants him to. 

Senator GoLpwaterR. He has answered my questions. 

The CuarrmMan. We thank you very much, Mr. Nathan. You 
have been a very fine witness and we appreciate it. 

Without objection, Mr. Nathan’s full statement will be placed 
in the record. 

(The prepared statement of Mr. Nathan follows:) 


STATEMENT OF Ropert R. NatHan, CHAIRMAN, Executive CoMMITTEE, 
AMERICANS FOR DEeMocRATIC ACTION 


I am Robert R. Nathan, chairman of the executive committee of Americans for 
Democratic Action. I appear before you this morning to present the views of 
ADA on the question of direct controls. 

As demonstrated during World War II and in the period subsequent to the 
invasion of the Republic of Korea by the Communist forces, direct controls are 
essential to restrain inflation in a period of national emergency. With the termi- 
nation of existing legislation on April 30, the Government will be without authority 
to impose controls to prevent an upsurge in prices if another emergency develops. 

The time consumed in preparing, enacting, and implementing legislation has 
in the past been of such duration as to permit a serious degree of inflation to take 
hold before inflation could be brought under control. In World War II effective 
control was not achieved until early in the spring of 1942, although prices began to 
rise in the fall of 1940. The war in Korea began on June 25, 1950, but controls 
were not introduced into the economy until January 25, 1951, and by that time 
prices had already spurted ahead. 

The delay between the initial need for controls and the date of their initial 
implementation is a consequence not only of the time-consuming legislative 
process, but also of the establishment of necessary organization and administrative 
processes. 

It is essential to provide legislation whick will permit controls to be introduced 
and made effective immediately, when emergencies arise. As the economy 
changes the nature of controls may need to be revised. Therefore a compre- 
hensive standby control bill which would fit the present or past economy, might 
not be appropriate at some future date. Therefore, it should be adequate to 
enact simple legislation providing for a freeze with some general provisions for 
essential adjustments. Some adjustments may be necessary even over a short 
period of only 90 days. 
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Such simple legislation could be implemented promptly and in the interim 
there would be time to develop a control law which would be appropriately geared 
to the needs of the existing situation. 

The need for standby controls is dictated by the continuing critical nature of 
the international situation. We cannot be certain where or when Communist 
aggression will again occur. We must be prepared to act quickly. 

Presumably our recent mobilization efforts have been geared not only to ex- 
panding production of armaments at this time, but also to the development of pro- 
ductive capacity which would permit a rapid acceleration in materiel output 
should it be needed. If this objective has been successfully achieved, then military 
production could be increased very speedily. That in itself, presents a new situa- 
tion as compared with the beginning of World War II and the Korean invasion. 
It means that we must be able to move more rapidly than ever before to prevent 
inflation. It would de foolhardy to be prepared to step up production and not 
be prepared to prevent inflation and assure stability. A sound and stable economy 
is the key to military might. 

One element in the cost of living of the average American family which con- 
tinues to demand Government assistance if stability is to be maintained is shelter 
rent. All of us had hoped at the end of World War II that one of the major 
efforts of the economy would be the construction of adequate housing facilities 
for all the people of the Nation. Housing construction was moving along at an 
encouraging rate when the Korean conflict started, and while a substantial Volume 
of housing has been constructed since 1950, this construction has done little more 
than keep up with the dislocations and increased needs presented by the current 
mobilization, 

A serious housing shortage still persists in many American communities, 
and where this shortage still persists the people need and deserve protection. All 
those communities now under Federal rent control are so controlled because they 
are a critical defense area due to extensive in-migration resulting directly from the 
defense effort, or because their local governing bodies in view of serious housing 
shortages have requested that the Federal Government continue rent controls 
Under these circumstances, it would seem to us that Federal rent control should 
be continued in all those areas now controlled, and should function so as to include 
areas which might become critically impacted as a result of the defense effort. 

Standby legislation, providing for other direct controls, should also grant the 
Executive general authority to impose rent controls wherever, in his judgment, 
such controls are necessary. 

ADA urges that your committee continue the Small Defense Plants Adminis- 
tration as an independent agency and give careful consideration to increasing the 
authority of this agency so as to make its recommendations as to contract alloca- 
tion and loan authorization mandatory upon the contracting agency and loan 
authorities. Experience has shown that small business does not receive adequate 
consideration, nor are its facilities intelligently utilized, when all decisions are 
left in the hands of the military. 

The Small Defense Plants Administration is in a position to give independent 
attention to the problems of small business and, at the same time, as a Govern- 
ment agency adequately to consider the role of small business in conjunction with 
the requirements of the Nation’s security. This agency should be regarded as a 
top policy organization through which administration activity which affects 
small business should be coordinated. It would seem to us that the agency should 
not be considered as an emergency establishment as its name implies, but that a 
more permanent designation such as “The Small Business Administration” 
might be given it. 

We realize that the jurisdiction of this committee does not extend to the matter 
of taxation and fiscal policy. Yet, we would be remiss in our responsibility if we 
did not express to the members of this committee and to the entire Congress the 
importance of appropriate fiscal policies to halt inflation whenever it threatens 
to become active and serious. Receipts and expenditures of the Federal Govern- 
ment must be reviewed carefully in considering this whole area of fiscal policy. 
ADA believes very strongly in operating on a pay-as-you-go basis during periods 
of full employment and high levels of production. Deficits at such times add 
to the fires of inflation. Deficits can be justified only when there is unemploy- 
ment and when resources are idle or when the needs of the national emergency are 
so great as to render impracticable a tax program which will permit a pay-as-you-go 
basis. Certainly under present circumstances this country can and should operate 
on & pay-as-you-go basis. 
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ADA strongly urges standby legislation which will permit the President to 
introduce controls whenever an emergency arises which in the best judgment of 
the Administration threatens to bring a marked and persistent rise in prices. 

The termination of all controls on April 30 is likely to prove premature, espe- 
cially in certain sectors of theeconomy. We have already seen sharp rises in prices 
of petroleum, copper, and in many consumer items. The products still to be de- 
controlled are likely to result in further price increases. It does not appear that 
the consequences of decontrol at this time will be anywhere near as disastrous as 
in 1946, but even if selected items are priced substantially higher, this can result 
in pricing substantial numbers of consumers out of the market and precipitating 
a general decline in business. 

We appreciate the opportunity you have given us to present our views. 

The CHARMAN. We will recess at this time and proceed in executive 
session. 

(Whereupon, at 11:50 a. m., the committee proceeded in executive 
session. ) 

AFTERNOON SESSION 


(The committee reconvened at 2 p. m.) 

The CHarrMAN. The committee will come to order and the first 
witness is Wallace J. Campbell of the Cooperative League. 

You have a statement, I believe? 

Mr. CAMPBELL, I have. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, COOPERATIVE 
LEAGUE OF UNITED STATES OF AMERICA 


Mr. Campse.u. My name is Wallace J. Campbell. I am director 
of the Washington Office of the Cooperative League of the United 
States of America, a federation of consumer, service, and purchasing 
cooperatives with nearly 2 million family members. 

Included in membership in our organization are the major farm and 
city consumer cooperatives. These include those interested in the 
distribution of foodstuffs as such; also large farm supply and petroleum 
cooperatives, cooperative housing, health and medical associations, 
mutual insurance organizations affiliated with and sponsored by the 
cooperatives, toge ‘ther with other purchasing and service cooperatives. 
In membership in the league are also the Credit Union National 
Association and the National Rural Electric Cooperative Association. 

I should qualify my testimony by pointing out that our associations 
have not had an opportunity to meet since the introduction of the 
proposed Economic Stabilization Act of 1953 (S. 753) and the later 
introduction of S. 1081 providing for temporary economic controls 
and other purposes. 

The controls established under the Defense Production Act were 
rigorous and expensive to our cooperative associations in administra- 
tive costs. There were shortcomings in the original Defense Produc- 
tion Act, particularly as amended through the years. We share the 
feeling, however, of your chairman [Senator Capehart] that in spite 
of the— 

* * * difficulties of trying artificially to control and direct an economy as large, 
varied and as complicated and dynamic as ours, we wonder how anyone could 


be so bold as to attempt it; yet attempt it we did, and on balance, it seems to me 
it was better for America and the world that we did. 
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The most dramatic single fact presented in support of standby controls 
is one which was also “quoted by your chairman when he introduced 
the proposed new legislation: 

From June 1950 to January 1951, when price controls were finally imposed, 
the cost of living had increased by 7 percent. It is estimated this increase cost 
the American citizens approximately $18 billion. 

The Cooperative League has a 35-year history of continuous support 
of freedom of enterprise. We look upon controls at best as an arti- 
ficial means of controlling factors in an economy which should be self- 
governing and should pe form in the consumer interest. The estab- 
lishment of price, wage, and rent controls in an emergency is in many 
respects as artificial, but as essential, as are our antitrust laws and 
the operation of the Federal Trade Commission. These, however, 
have become essential parts of our economy. We hope controls 
never will be. 

As our executive secretary, former Congressman Jerry Voorhis of 
California, has pointed out repeatedly, if “the consumers were suffi- 
ciently organized so that 15 percent of the business in our economy 
were conducted by consumer cooperatives, this yardstick would 
eliminate the necessity of economic controls or of antitrust legislation. 

Speaking specifically on the proposed legislation, we feel that a 
standby law, providing both the authority for a price freeze and ma- 
chinery for continuing study of the economic situation and for imme- 
diate implementation. of controls measures, is a basic necessity. Our 
economy obviously cannot stand another inflationary surge which 
could leave the American consumers as a whole in a situation of desper- 
ation and which could wreck our economy and our power as an inter- 
national force. 

A minimum standby law would provide a sense of assurance to 
both consumers and businessmen that prices would not be allowed to 
run rampant in an upward spiral. This would prevent the panic 
buying by consumers and panic inventory hoarding on the part of 
business which was re sponsible for our $18 billion loss in 1950-51 
when the Nation had been in a sound position economically and there 
was no real danger of shortages, and no cutbacks were required for 
essential consumer goods. 

During the last 2 years I have served as chairman of the steering 
committee of the National Consumer Advisory Committee for the 
Office of Price Stabilization. 

That is a nonsalaried job and I was appointed by our organization 
to serve. It was not one in behalf of OPS. 

In that position we have had an opportunity to follow very closely 
the developments within OPS and to appraise the impact of these 
developments on the consumer. We are convinced that after the 
first surge of prices in the period before the freeze, OPS performed an 
important function in preventing any further substantial increase in 
the price level. That alone was worth the headaches, difficulties, and 
confusion which seemed to be automatic byproducts of the imposition 
of artificial controls on a free economy. 

One of the shortcomings of the operations of OPS was that the 
consumer was not brought into consultation early enough or in a role 
of sufficient importance-so that the consumer interest could be a para- 
mount interest in policy decisions. It was almost 2 years after the 
establishment of OPS that communitywide pricing policies were 
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established and dollars-and-cents ceilings were set up on consumer 
items so that the average housewife could know what the price on 
any given commodity was supposed to be. Without this form of 
pricing and without local consumer committees, OPS failed to reach 
its maximum effectiveness judged from the consumer point of view. 

We are happy to see that 5. 753 includes provision for consumer 
representation in the National Advisory Council which would be 
established to work with the President on standby control measures. 
This, we feel, is a significant forward step. 

We are also very much pleased to see that section 714 of S. 753 
provides for the creation of a Joint Committee on Defense Production 
of the Senate and the House which shall have as a new duty the re- 
sponsibility to make a continuous study of all problems affecting the 
consumer interest. 

This certainly is an important consideration, and operated effec- 
tively, could be a worthwhile addition to the Economic Stabilization 
Act. 

This does, however, bring up a question which is close to the hearts 
of our consumer organizations, and that is the question of permanent 
and recognized machinery to protect the consumer interest. We sin- 
cerely hope that the addition of this consumer function in the Economic 
Stabilization Act will not be interpreted as a substitute for a proposed 
Senate Select Committee on the Consumer Interest which is proposed 
in Senate Resolution 38 and has the sponsorship of 27 members of the 
Senate. 

To adequately provide consumer protection, a Senate committee 
should meet at least three standards: (1) It must be independent of 
any present standing committee; (2) it must have broad enough juris- 
diction to consider the consumer aspect of any and all legislation and 
governmental action; and (3) it must not be subject to undue influence 
by any producer interest, all of which are already adequately safe- 
guarded in the standing committees or other joint or select committees 
now existing. 

Your committee probably does not wish to go further into this 
matter at this time. We do, however, sincerely request that you hold 
open hearings as soon as it is feasible on Senate Resolution 38 which 
was introduced by Senator Gillette and his colleagues. 

Your committee is to be congratulated on the comprehensive job 
it has done in bringing forward for consideration S. 753. While there 
are quite a number of provisions in it with which we would take 
exception, the basic proposals set forth are essential at this time. 
They are (1) the provision for a freeze of prices and wages at the level 
prevailing as of the close of business the day before regulatory action 
is taken; and (2) reconsideration of the freeze action and adjustment 
of the price and wage ceilings in accordance with section 403 (c) of 
the bill. S. 753 continues machinery for implementing standby con- 
trols. Such machinery, we feel, is essential if controls are to become 
effective in time to stem run-away inflation. 

Among the functions of the standby organization would be estab- 
lishment of procedures for a study and evaluation of price and wage 
trends, regular and special reports to the Congress, recommendations 
to the President on general policies in this field, and consultation with 
the National Advisory Council provided for in the bill. 
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In addition to these functions, the standby organization could 
provide a service which anyone working in Washington or coming into 
Washington as layman would find important; that is, it would provide 
a place where the people could fix responsibility and an organization 
to which to turn to find out the information required and to suggest 
procedures or measures which may be necessary to handle inflationary 
trends. 

The second bill, S. 1081, is an excellent step in the right direction. 
Its primary shortcoming from our point of view is that it fails to 
provide for the standby machinery which we feel is essential. 

The classic illustration, probably already labored before this com- 
mittee, would liken the standby authority and standby machinery of 
price controls to a fire department which you hope never to use, but 
which must be adequate to meet an emergency situation which might 
be more costly in lives and property than the comparatively nominal 
cost of having the fire engine and crew available, no matter how dark 
the night. 

There would, of course, be some cost involved in a skeleton standby 
organization; but the cost would be comparable to an insurance 
premium and might well be the best long-run investment the American 
people could make. 

It is quite possible that with the intent of your committee to create 
only standby controls, you may not wish to go into all of the detail 
in new legislation which is spelled out in S. 753. The structure 
outlined in S. 1081 together with the 90-day freeze plus standby 
machinery of controls could make it possible for the Congress to bring 
in more detailed legislation at that time. Such a decision, of course 
is one which would have to be made by your committee and the 
Congress as a whole. 

We realize there are tremendous pressures being placed upon this 
committee. We want to congratulate the committee and its chairman 
for their statesmanlike position in undertaking consideration of 
standby legislation when the easiest road, politically speaking, might 
be to forget about the fire department until the fire is at hand. 

The CHarrMan. Are there questions? 

Senator Bennerr. Mr. Chairman, I would like to ask Mr. Campbell 
a few questions. 

Are you a lawyer? 

Mr. CampBetu. No; I am not, sir. 

Senator Benneit. As an employee of the Cooperative League, was 
your salary frozen? 

Mr. CAMPBELL. Yes. 

Senator Benneti. Then you do not object to having your salary 
frozen? 

Mr. CampBeiu. We feel that adjustments need to be taken after 
a freeze is made; that the freeze is essential as an emergency measure 
and that the adjustments can be worked out in a period of time, which 
is adequate, after you have made that preliminary freeze. 

Senator Bennerr. Do you know anything about the backlog of 
requests for adjustments that piled up with the Wage Stabilization 
Board which were never handled? 

Mr. Camppe.u. Yes; I do, sir. 

Senator Bennett. Do you not realize that adjustments may be 
good in theory but in practice are almost impossible to achieve? 
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Mr. CampsBeE ut. I think you misunderstand that our position is not 
for a permanent freeze; it is not for a permanent set of controls ma- 
chinery. 

We feel as your chairman does that it may be necessary or it may 
be possible to get away from controls within 90 or 120 days after such 
an emergency comes, but that you need a freeze right away when the 
crisis hits. 

It may be that 60 or 90 days after the freeze you can unfreeze all 
wages and prices again, or you may feel that you need only freeze 
certain essential things in the defense industry, for example. 

Senator Bennerr. As I understand it, you prefer S. 753 but would 
take S. 1081 in preference to no iegislation. Is that the import of 
your statement? 

Mr. CampBeE.v. That is almost it. We would want to go into detail 
on S. 753. My own feeling is that two things are essential. One is 
the power for an emergency freeze, and No. 2 is enough machinery so 
that you can know where people can be had who are familiar with each 
given industry so that you may make continuing studies and reports 
to the Congress, so that there can be the basic information upon which 
to act intelligently and very quickly when and if an emergency comes, 

Senator Bennerr. Yet the conditions might change so rapidly that 
the statistics gathered by that organization would be of no value in the 
face of an emergency. 

Mr. CampBeti. We would have at least as much in the line of 
statistical information as is possibly available for judgment. We 
realize in an emergency situation things change very fast and that is 
why we want a freeze before they shoot way up. 

Senator Bennetr. Do you not think the basic statistics are already 
available in the Department of Commerce? 

Mr. Campseti. They have not been applied specifically so that 
they are most readily used in their respective fields. 

Senator Bennett. Well, what is the difference between going back 
to the Commerce De ‘partment and supplying statistics in existence, 
and opening up & new organization to gather statistics that may not 
fit when the situation arises? 

Mr. Campse i. To do a specific job you need to have people who 
are trained, who have the know-how, who can meet an emergency 
situation when it comes in. 

If I may use an illustration, in Great Britain right now, with the 
two major parties in power, there is always a shadow cabinet on the 
other side of the fence, regardless of whether the Conservatives or 
Labor people are in power, and there is somebody who is close enough 
to the situation so if there is a change in administration they know the 
facts of life. 

Now, there has been a bit of embarrassment in the present change 
because we have not had people who have followed a specific field in 
order to step in with the know-how, to make the adjustment in the 
best possible fashion. 

Senator Bennerr. If I understand what you are telling me, you 
do not trust the Republican administration so you want to keep in 
being an er of people dedicated to the idea of freezing prices 
so that they can step in and presumably operate in defiance of the 
existing Government? 

Mr. Campse.u. No, that is not what I intend to say, at all. 
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Senator Bennerr. But you do want that organization in the hands 
of the people devoted to the idea that prices should be frozen and 
controlled? 

Mr. CampsBe.yi. We did not say who we wanted it run by. I think 
that the present administration would select the people who should 
operate the standby organization. I do not think we need fear that 
it be overstaffed under the present circumstances, and we are making 
no recommendations as to personnel or as to size. I think those are 
administrative problems that belong at the other end of Pennsylvania 
Avenue. 

The CuHarrman. Under the bill, of course, the President could 
designate only existing agencies to do all the work called for in the 
bill, if he wanted to, and that is what I would recommend he do. 

Senator Bennett. I would like to pursue another course for a 
minute. 

Do you believe price controls cure inflation? 

Mr. CampBe.u. No, sir. 

Senator Bennett. Are you interested in curing inflation or con- 
trolling prices? 

Mr. Camppete. I am glad you asked that question because it opens 
up a field that was discussed this morning and I would like to state 
our position. 

We are testifying on standby controls because that is the legislation 
before you. We feel there are quite a number of things that can be 
done in behalf of stabilizing the economy. 

Indirect controls which are possible and which have been used on 
both installment buying, on housing and in other fields, need to be 
explored. 

The biggest thing that can be done to prevent inflation is to get 
adequate production. We feel that everything should be done that 
is possible to stimulate production so that there will be adequate 
supplies in both the defense and in the consumer fields. The only 
way you can really get rid of inflation is to have adequate production. 

In addition there need to be fiscal policies where we get on as close 
to a pay-as-you-go basis as can be achieved in your tax structure. 

Senator Bennetr. But you do believe that price controls as such 
are effective in curing inflation? 

Mr. Campsetu. Not in curing inflation. They are effective in 
stopping an inflationary surge and keeping things in control so that 
you can take the basic measures that are necessary to cure inflation. 
They are not a cure in themselves. 

Senator Bennerr. Did they stop inflation in World War II and in 
the Korean war? Did they not only postpone it? 

Mr. Campre.u. They never stop inflation. They always just halt 
it long enough so you can do something about it. 

Senator Bennetr. Let me back away and state my question over: 
Do they not conceal it? Are not the real forces that create inflation 
at work even while price controls are operating, and do they not 
eventually blow through the price ceilings necessarily so that price 
controls act to confuse the people rather than to cure the problem? 

Mr. Campse i. If the Government is keenly enough aware of 
economic trends and developments, it should be possible for there 
never to be any concealed inflation. It should be known. There are 
scientific ways of finding out what the inflationary pressures are. 
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They need not be concealed. They may creep up on you if you are 
not watching the situation carefully. I think you need to keep a 
close watch on economic developments and take other steps in other 
types of controls or in stimulating production, in your tax structure 
and in these other things, in order to get at the basic causes of 
inflation. 

Senator Bennett. If you believe in price controls as a part of the 
program, do you recommend they be continued definitely in our 
economy? 

Mr. CampBgE.Lu. No, sir. 

Senator Bennett. You believe they were taken off too soon after 
World War II. 

Mr. CampreE... Yes, I do. 

Senator Bennett. Do you remember why they were taken off? 

Mr. Camppeti. J] was-not in Washington at the time. I was 
quite a distance away. I do not know whether my sources of infor- 
mation are as complete as yours. I have a feeling that there were 
political pressures involved as normally there would be under the 
circumstances, and there was a bit of a temptation to get back to a 
completely uncontrolled economy as soon as it could be done, and 
I think it was a matter of judgment as to how soon it should be done. 
I think it was done too quickly. 

You may not think so, but as a consumer, the cost to us as con- 
sumers really went up after World War II. 

Senator Bennett. I would like to refresh your memory. It was 
the housewives of America who forced price controls off because they 
were so disgusted with the black markets, particularly in meat, that 
the price controis had created and that price controls always create. 

They always create black markets in a combination of price controls 
and rationing. 

Do you believe it is possible to control the prices and wages of an 
economy without resorting to rationing? 

. CampBe.t. Let me answer the first part of your question first. 

I do not believe that price controls create the black markets. I 
think the black markets are created by shortages. Actually, you 
have black markets in Korea, you have them in any situation where 
you have shortages, regardless of whether or not there are any price 
controls. I do not know whether anybody is trying to control 
prices there. 

Senator Bennett. Mr. Campbell, if there is a complete open 
market and prices find their own level, there is no black market. The 
only time a black market can exist is when there is a more or less 
official or controlled one which is so unrealistic that people go outside 
of it in order to deal. 

Mr. Camprety. But the real cause of the black market is the 
shortage. 

Senator Bennetr. No. Now, wait a minute. There could never 
be a black market if there were no artificial prices set which would be 
violated when a black market is instituted. 

Mr. Camppe.u. You have me on a technical point there. 

Senator Bennett. No, I have not got you on a technical point. I 
have you on a fundamental point. There is only a black market when 
there is an official price. That is true in currency and it was true in 
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beef at the end of World War II. It probably would have been true 
in a lot of things if we had not moved to get rid of controls now. 

Mr. Campse.ut. | am one of the directors and was one of the founders 
of the organization called “CARE” which you are probably familiar 
with. 

We faced the problem early of whether or not we could risk having 
“CARE” packages go into a place where they might go into a black 
market. We finally came to the conclusion that we would have to 
risk that because the only way to really get rid of the black market in 
a given place was to get rid of the need for the artificial skyrocketing 
of prices 

We finally decided we would send CARE packages into any specific 
area, even with the risk that some of the things in the packages go into 
the black market. 

I can see that you are right and that technically if you do not have 
a law, you cannot violate the law. 

But the economic situation is what we are concerned with. 

Senator Bennerr. Mr. Kline yesterday testified that price controls 
reduce production. 

Do you agree with that? You have testified we need production in 
order to handle this problem. 

Mr. Campsewu. Well, it depends. 

Senator Bennetr. Can you give us an example when they do not? 
Can you give us an example when price controls would increase 
production or would not act to reduce it? 

Mr. CampBetu. Let me rephrase my statement: Controls are not 
an instrument to increase production. We are not advocating they 
be put in there. We are only advocating that controls be put in as @ 
temporary measure, that you have to use other devices to increase 
production. Actually, your free market is one of the best possible 
ways to increase production, and we are for a return to a free market 
immediately when a situation of crisis is over. 

We are not making a case for controls as such. That would be 
completely in violation of our philosophy of a free enterprise and 
freedom of competition. 

We believe that this is an emergency measure, that you need 
controls in order to hold your economy in a stabilized situation, in 
order that you may find other ways to solve the crisis. 

The Cuarrman. I think we ought to clear up one thing, here. 

I think the questioning would indicate that there is the belief 
that this committee is considering a continuation of price, wage, and 
rent controls, and that the Congress would necessarily, because we 
had a 60- or 90-day standby law, that the Congress would propose 
rent controls and so forth. 

That is not the intention. As I said this morning, if this legisla- 
tion should pass and the President should exercise his right under it 
to freeze prices, wages, and rents for 90 days and the Congress meet 
then to consider whether or not they would pass a price, wage, and 
rent control bill, that personally, as the author of these two bills, I 
might vote against it, believing that it was not necessary that we 
have the controls. 

The specific purpose of the legislation is in case of a big emergency, 
that the President can instantly freeze prices, wages, and rents, until 
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the Congress can decide whether or not it ought to be made legisla- 
tion for a year, 2 years, or 3 years. 

I know of no one who is advocating—I know I am not, as the 
author of the bill, and I am sure that is true of the others who went 
with me on the 90-day-freeze bill—we are not advocating at the 
moment that we have price, wage, and rent controls at all. 

All we are trying to say to the American people is that if we have 
a big emergency, we think the President ought to freeze prices, wages, 
and rents for a short period of time until the Congress then can decide 
whether or not we ought to have price, wage, and rent controls. 

I again want to repeat that the President might freeze them and | 
might vote against a continuation of them on the grounds that they 
were not needed. 

I know of nobody who wants prices, wages, and rent controls, but 
I do feel that as long as the Korean war continues, we ought to have 
such legislation. I may well be wrong about it, but I feel that way 
about it. Iam hopeful that we will not get into the questioning here 
and get into a position where we are considering price, wage, and rent 
controls and whether the old law worked or whether it did not work, 
because that is something that the Congress would take up at the 
time that the President put a 90-day or a 60-day freeze order in 
effect. If the Congress did not legislate during a 90-day period—if 
the President froze prices, wages, and rents, then at the end of 90 
days it would automatically go off and that would be the end of it. 

Congress could do nothing. If they did nothing at the end of 90 
days, the legislation would expire. If Congress decided that they 
ought to have some sort of controls for a period of time, they could 
pass the legislation—and I reserve the right to vote against it. 

I might disagree. 

I do not think we should be put in the position of advocating price, 
wage, and rent controls as a result of this legislation. That is a 
matter that would be left to the discretion of the Congress if the 
President ever put the freeze order into effect. 

TI do not think anybody wants to put the sponsors of this legislation 
in the position of advocating price, wage, and rent controls as a per- 
sonal thing. That is not the intention, that is not the thought. To 
me, the issue is clear cut. Should the President of the United States 
have the right in the case of a grave emergency to freeze prices, wages, 
and rents for a temporary period until the Congress can decide what 
ought to be done or what ought not to be done. 

Senator Bennett. Mr. Chairman, that is true if we are debating 
only S. 1081, but if we are debating S. 753, that is a proposal for 
standby controls and not fundamentally for a freeze. 

The Cuarrman. I beg to disagree. [If it is a 90-day freeze and the 
Congress can, by concurrent resolution, end it any time they want to. 
It is the 90-day freeze. 

It does part of the work that the Congress would have to do if the 
Congress decided at the end of 90 days that they wanted to have some 
form of permanent or temporary legislation. 

Senator Bennett. I think most of the witnesses have come before 
us to testify to the needs of direct controls. I can quote that over and 
over again from the last witness. 

The Cuarrman. I have not heard a single witness who has been 
here yet who did not advocate the dropping of controls at the moment. 
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I have not heard a single witness whe has said that we ought to have 
controls as a permanent diet, not one. 

Senator Bennetr. That is right. 

The CuatrmMan. We have had a lot of witnesses, of course, who are 
even against the 90-day freeze. 

Senator GoLpwaTeR. You have only had 3 who are for the 90-day 
freeze. 

I do not see anything in the declaration of policy that says 90 days. 

The Cuarrman. I do not know which you are talking about. 

Senator GoLpwarer. S. 753. 

Senator SparKMAN. In the light of this discussion that has come up, 
in the light of S. 1081 and S. 753, I would like to ask a question. 

As I understand, in your statement you do advocate standby con- 
trols rather than the 90-day freeze? 

Mr. CampBe.y. Let me clarify it: We are for the 90-day freeze plus 
standby machinery which can make studies and be prepared for con- 
trols if and when the legislat.on is put into effect. We are not advocat- 
ing a continuing system of euba. 

Senator SPARKMAN. I understand the President has stated clearly 
that he did not want standby machinery. I have not seen any indica- 
tion of his attitude toward the 90-day freeze, but assuming the Presi- 
dent does not want standby controls, do you think Congress ought to 
umpose them upon him? Evidently, he has good reason for not want- 
ing it and he feels he can get the proper kind of machinery going in 
due time. 

Mr. Camrpse.u. Well, let me say this: Conditions are in constant 
change here in our country. That is one of the great things about it. 
I think our conditions have changed substantially since November 4, 
forexample. I think that since the first of the year when the question 
of removing controls entirely came up, that situation has changed quite 
a little bit, too. I think a great part of it is due to the fact that your 
chairman and other members of this committee have alerted the 
country to some of the needs. 

I think the President is willing to be educated, that he is open- 
minded on these things, that if he sees that a 90-day freeze or a 90-day 
freeze plus skeleton machinery are essential, he will change his mind 
about it. 

I think he is a man who is willing to change his ideas in the light of 
changing conditions, and with increasing understanding of the 
economic situation that might confront him. 

Senator SrarRKMAN. I agree with you in your statement, but here 
is what I had in mind: We have been talking about standby controls 
certainly since the first of the year. I believe Senator Capehart, in 
the first statement he gave after the election—that is, with reference 
to controls—made it known that he thought the country would be 
better off with standby controls. But in spite of all that, I believe the 
President said he did not want standby controls. 

Now the question is, if he is pretty firm in that opinion—and cer- 
tainly he knows what the changing conditions are—then I am just 
wondering if you still think we ought to pass the standby controls 
anyhow, or if we ought to be content with apparently what would 
satisfy the President, and that is the 90-day freeze that the chairman 
has proposed. 
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Mr. CampBxE.u. I do not believe that the Congress could or should 
abdicate its responsibilities. It has the responsibility to make the 
laws as it sees them. I think that the subject before you is one that 
is important to the national interest, whichever way you decide it, 
and that you have a right and responsibility to make up your mind 
in the legislation to that effect. You people were elected as well as 
our Chief Executive was. While you have perhaps not as great 
responsibilities, almost as important responsibilities, I think this 
committee has a right and responsibility to make up its mind on this 
thing. 

Senator Payne. Mr. Campbell, it was my impression in reviewing 
the statement of the President, and it has been borne out pretty 
generally by about everybody I have listened to here, that it appeared 
to him that this Nation was heading into a free economy, into a 
period where controls were not necessary. However, as the chairman 
has indicated, we are not talking about the present situation. We are 
talking about the possibility of some grave emergency arising, at 
which time, in the interests of all of the people, would or would it not 
be advisable, based upon past experience, to have something, some 
vehicle by which prices and wages could be frozen across the board, 
giving adequate time for due consideration and proper consideration 
of the type of measures that should be undertaken in the interests 
of all of the people? 

Mr. Camppe.u. That is right. 

Senator Paynn. Is that the impression that you gather? 

Mr. Campse.v. That is the impression I have. 

For example, today with Stalin’s death there is an international 
crisis or potential crisis which no one could have foreseen a few months 
ago. We do not know which direction it is going. We do not know 
whether it means, peace, World War III, or what it means. 

It illustrates, however, the potential crisis that this country might 
face, and I think that what you are doing is advance planning to meet 
such a crisis. 

Senator Payne. Mr. Campbell, you have never seen any law put 
upon the books which everybody has been perfectly willing to abide 
by? 

Mr. CampBE.u. No, I have not. 

Senator Payne. So those who violated the intent of price and wage 
control in World War II, creating a black market, so-called—which in 
effect is simply the selfish aim and desire of a person to circumvent the 
law and to secure a higher price than that which is legal because he 
feels it is possible through some devious means to do it—that in itself 
does not excuse having a law of that type in effect any more than to 
have a law in effect that a person shall drive 25 miles an hour, and 
yet there are many people who drive 35 and 40 miles an hour in that 
same zone. 

Mr. Campse ut. That is right. 

The CuarrMan. Are there any other questions? If not, we thank 
you very much. 

Mr. Campseu, Thank you. 

The CuarrMan. The next witness is Mrs. Jack J. Gottsegen. 
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Mrs. Gottsegen is from the National Council of Jewish Women. 

You may proceed in your own way. Do you have a statement? 

Mrs. Gorrsecen. Yes, I have a statement that my organization 
has asked to have presented to your committee in favor of standby 
controls. 


STATEMENT OF MRS. JACK J. GOTTSEGEN, NATIONAL COUNCIL 
OF JEWISH WOMEN 


Mrs. GorrseGcen. The National Council of Jewish Women, an 
organization of 97,000 women throughout the country, has tradition- 
ally been concerned with protecting and furthering the interest of the 
consuming public. This concern has taken many forms, depending 
on the prevailing situation, but since the Second W orld W ar, the 
dominant inflationary note in our national economy has made anti- 
inflationary measures a major concern of our organization. For this 
reason, we have consistently favored price control as one of the most 
effective means of supporting the American economy against the 
pressures of defense production. 

Most Americans want to end economic controls when they are no 
longer necessary; the question is, Have we reached that point? Con- 
gress voted to recontrol prices because of the outbreak of war in Korea. 
More than 2 years have passed since January 1951, when controls 
went into effect. That is along time. But what is critical is not the 
length of time but the fact that war in Korea continues and American 
industry is in large part devoted to the support of the war. That is 
the key to whether or not inflation looms as a trap into which we shall 
fall if, out of weariness, we abandon controls on prices. 

The volume of goods produced in this last year has reached record- 
breaking heights and there is ever y sign that this upswing will continue. 
A very large proportion of this tremendous output is defense produc- 
tion which makes for high wages and full employment, but does 
nothing to use up the wages being accumulated for expenditure on 
consumer goods. 

At present, the economy is not beset by the immediate danger of 
further inflation because production in most consumer goods areas is 
equal to the demand. But the danger remains imminent and the 
inflationary spiral can begin again if there is a sharp increase in con- 
sumer demand without a ‘corresponding i increase in production. 

For this reason, the National Council of Jewish Women favors 
standby coutrols on prices. The United States cannot afford to 
jeopardize its security by the abandonment of the controls necessary 
for economic stability. Standby controls afford the power appropriate 
to the economic situation today. So long as the war in Korea con- 
tinues, we must keep emergency controls at hand so that we will not 
be found unprepared if an emergency develops. 

The CuarrmMan. Are there questions, gentlemen? 

Senator Payne. I take it that you mean not only prices but wages? 

Mrs. GorrsEGEeN. Oh, yes. 

Senator Payne. In other words, everything to be controlled across 
the board? 

Mrs. GortseGen. Yes. 

We are working on rent controis at this time. Could we file at a 
later date a supplementary statement? 


The 
control 
have y 
rent co 

Sena 
can sto 

Mrs. 
to you 
inflatio 

Sena 
we hav 

Mrs. 
check 1 

Sena 
any st 

Mrs. 
we do 
and de 
when t 

Sena 
have « 
forget 
duce ¢ 

Now 
did no 
to run 

Do 
prices 
That i 
witnes 
cause, 

Mrs 
I am 1 
lack ¢ 
mone} 
In 
consul 
tionar 
Sen 
saying 
unless 
Nov 
we do 
Mr 
Sen 
state, 
doubl 
a new 
he ha: 
“Tf 
Thi 
extra 
No 


mone 


lent? 
ation 
idby 


VCIL 


, an 
‘ion- 
' the 
ding 
the 
in ti- 
this 
nost 
the 


> no 
on- 
rea. 
rols 
the 
ican 
it is 


hall 


ord- 
1ue, 
luc- 
loes 

on 


r of 
S is 
the 
on- 


rors 

to 
ary 
ate 
on- 
not 


STANDBY ECONOMIC CONTROLS 309 


The CuHarrmMan. Yes. We are hoping to have hearings on rent 
control by, I believe, the week after next. We will be happy to 
have you file anything that you care to at that time in respect to 
rent controls. 

Senator Gotpwarer. Do you believe that price and wage controls 
can stop inflation? 

Mrs. GorrsnGen. No, sir. I think like the others who have spoken 
to you today on that question, I think they can help to check the 
inflationary rise. 

Senator Gotpwarer. Do you honestly feel that in the two occasions 
we have been through in the last 11 years they have stopped inflation? 

Mrs. Gorrsecen. No, sir; but I think that they have helped to 
check inflation. 

Senator Gotpwater. Do you know of anything you cannot go in 
any store now and buy in any abundance you want? 

Mrs. GorrseGen. Well, sir, that is what my statement says; that 
we do not feel the need for controls at this time. We feel the supply 
and demand is in balance. We are talking in terms of an emergency 
when that balance would not exist. 

Senator GotpwaTerR. Well, we have the greatest population we 
have ever had in our history. One of the things that all groups 
forget is that we have reached a productive capacity that can pro- 
duce civilian goods in quantity. 

Now I will grant you this: If we do not hold wages in check, as we 
did not do in the big industries in this last crisis, you are soon going 
to run out of consumer goods because there is too much money. 

Do you not think, in view of the fact that we are attacking not 
prices but inflation, it might be better to correct the causes of inflation? 
That is one of the things with which I am concerned in listening to you 
witnesses because I am convinced that you feel that prices are the 
cause, not the result. 

Mrs. GorrseGcEen. Well, no, sir; I think you misunderstood that. 
I am not an economist, but I do understand that inflation means the 
lack of balance between the amount of goods and the amount of 
money there is to spend on consumer goods. 

In an emergency your defense people will take away from the 
consumer the goods he is looking for, which brings about the infla- 
tionary pressure. 

Senator GoLpwaTErR. Yes, but you cannot correct that by merely 
saying to a person, “This is the ceiling price.”” You cannot do that 
unless you take the money away. 

Now, if your husband during the next emergency—and God knows 
we do not want one—let us say his salary doubles. 

Mrs. GorrseGEeNn. He works for the Government; I doubt if it will. 

Senator GoLtpwater. Well, let us say that he is in a much happier 
state, that he is not working for the Government, and that his salary 
doubles and you want to buy something. Let us say you w ant to buy 
a new car but the dealer says, ‘No, I cannot sell you this car.” And 
he has good reason because of the ceiling. 

“Tf you go to Joe down the street, you can get one, though.’ 

Then you go down to Joe and he tacks on an extra radio and a few 
extra tires and you get it at a high price. 

Now supposing your husband only makes the same amount of 
money he does now. Do you not think that through the force of 








310 STANDBY ECONOMIC CONTROLS 


competition, the prices should remain the same? They only go up 
when people have the money to pay, believe me. 

Mrs. Gortsecen. Is that not going up in connection with the 
amount of goods available on the market? As I say, I am not an 
economist, but I do not think prices in themselves are the inflationary 
cause. 

Senator GoLpwater. Well, it is pretty much like illness in your 
body. You may have a constant headache that would be caused b 
some condition someplace else in your body. You would be foolis 
to attack that headache with Bromo-Seltzer, when it might be due to 
something else. 

But what we are getting at in our arguments is that we are not 
getting at the cause of inflation. If we had price control today, we 
would still have increased inflation. And let me repeat again, we will 
always have inflation. You cannot stop it. Three percent a year, 
that is normal. We have had it since the beginning of time. 

Mrs. Gorrscen. Of course, our statement is not in support of 
controls at this time. We agree there is no need and we are not 
asking for controls. We are thinking in terms of an emergency as 
the bill provides, and only that. 

When there is an emergency there is a need for emergency controls 
until Congress can make up its mind and pass the most perfect 
legislation they can to control the situation. 

Senator GoLtpwater. You are a housewife; having lived through 
all the experiences you have lived through in the last 12 years, you 
should know better than any other person that price controls did not 
work. They have never worked in 4,000 years of history and there is 
nothing to make any economist or any individual think that we have a 
new twist on it. It all breaks up in black markets. 

The CuarrMan. Is this what you understand in what we are trying 
to do; namely, we all agree we do not need price, wage, and rent con- 
trols at the moment. 

We are also all agreed that the thing that causes inflation is when we 
have more money than we have goods. 

Now, all we are trying to do in this instance is, if there is an emer- 
gency which comes up in the future where we are going to have more 
money than we have goods, that the President of the United States be 
given the right for a short period of time to freeze the economy until 
the Congress can meet and decide whether they want to make it 
temporary, whether they want to make it permanent, whether they 
want to do nothing about it, or whether they want to control it by 
indirect methods or whether they want to do it by price, wage, and 
rent controls. Is that not what you understand we are trying to do? 

Mrs. Gorrsecen. Yes, Senator; and I think if the Congress should 
elect to go on with controls after that period, their work would be 
helped by the fact that the freeze had occurred immediately. 

The CuarrMan. You also understand that under this legislation we 
give the President the right to freeze for 90 days? 

Mrs. GorrseGcen. Yes. 

The Cuarrman. And as far as I am concerned, you can make it 60 
days. 

Mrs. GorrsEGEN. Yes, sir. 

The Cuarrman. The Congress then might decide that they were 
going to handle the situation by indirect controls alone? 

Mrs. Gorrsncen. Yes, sir; I understand that. 
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The Cuarrman. And giving the President the right to control it 
by limiting the amount of consumer credit and so forth. Then the 
Congress is free to move in any direction that it wants to move, 
depending upon the circumstances. 

Mrs. GorrseGen. Yes, sir. 

The Cuarrman. I again want to repeat that I might well vote 
against a continuation of the freeze, depending entirely upon the 
situation as it existed at the time, reserving the right to do that. 
But at least I would check the situation until the people and the 
Congress could see how serious the emergency might be, how long it 
might last, what percentage of the national products our military 
might need in this emergency. Also to be taken into consideration 
at the time would be the inventories on hand, the productive facilities 
of the United States, what was going to be needed and what was not 
going to be needed, and then move from that point. Is that your 
understanding? 

Mrs. GorrseGen. That is my understanding; yes. 

The CuarrMan. Are there any other questions. 

Thank you very much. 

Now we will hear from Mrs. I. W. Rowan, administrative secretary 
of the National Association of Colored Women. 

Mrs. Rowan, do you have a statement? 

Mrs. Rowan. Yes, sir, Mr. Chairman. 

The CuarrmMan. You may proceed, Mrs. Rowan. 


STATEMENT OF IOLA WINN ROWAN, ADMINISTRATIVE SECRE- 
TARY, NATIONAL ASSOCIATION OF COLORED WOMEN 


Mrs. Rowan. My name is Iola Winn Rowan, administrative 
secretary of the National Association of Colored Women. This 
organization has headquarters in Washington, D. C. Its member- 
ship is organized in federated clubs in 39 States. 

During our national convention in Los Angeles, Calif., in August 
1952, we went on record in favor of anti-inflation. The resolution 
adopted says: 

Whereas the women of America spend upward of 85 percent of the family 
income and whereas consideration of the fact that this daily contact in the market 
places makes them more sensitive to the fluctuation of prices than is correspond- 
ingly true of the male members of the household; and 

Whereas we, the delegates, assembled at this convention are keenly apprecia- 
tive of the information given by the representative of the Office of Price Stabiliza- 
tion pointing out the efforts being made by our Government through this agency 
toward building up consumer resistance against inflationary pressure; Be it 

Resolved, That we not only pledge the wholehearted enthusiastic support of 
our national organization but we call upon the officers and members on regional, 
State, and local levels to join in this patriotic fight to hold prices down so that 
wage earners’ dollar may purchase a dollar’s worth of goods. 


The majority of our members are housewives but our membership 
also includes teachers, clerical workers, professional and business- 
women, and others. In general, we all live on moderate incomes. 
We are of necessity deeply interested in the cost of living. Many of 
us are mothers. We are, therefore, very concerned with the vital 
need for a strong national defense program. 

We realize fully that the national defense program has first call on 
production and workers, and that civilian needs come second. We 
want prices kept down for our own sakes, so we can buy proper food 
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and care for our families, but we also want prices kept down so that 


our taxes—which we gladly pay for defense—will not be any larger 


than necessary. 

My association has followed prices since Korea. We saw the cost 
of living shoot up during the last months of 1950. It went up 8 per- 
cent. That might not seem much, but when you are bringing up a 
family on $50 to $60 a week, an extra 8 cents on every dollar for food, 
clothing, and all the things the children need hurts. It was hard 
enough to meet needs before, but when a dollar buys only 92 cents’ 
worth it is really tough. 

We were encouraged by the price freeze in January 1951. To us, 
price controls were an answer to the skyrocketing cost of living. 
After those frantic price rises in the 6 months after Korea, it was a 
relief to find prices holding reasonably steady. I know prices have 
gone up since then, but very little compared to the way they went 
up before controls went on. We only hope they will remain stable. 
We fear what might happen if controls are taken off and no provision 
made for keeping a close watch on prices. 

For this reason, we strongly support S. 753. Senator Capehart has 
pointed out that unless there is somebody whose business it is to be 
ready, should there be a repetition of this situation just after Korea, 
prices will shoot up and all the bad effects of inflation would again hit 
our families and burden the defense program. 

I am not an expert on the technical details of the bill, but I listened 
to Senator Capehart’s presentation of its highlights on Capitol cloak- 
room on February 8, and was pleased to hear his explanation and 
interpretation. 

The National Association of Colored Women is behind a strong 
defense program. We dread any repetition of skyrocketing prices. 
To our way of thinking, S. 753, setting up a standby agency with a 
small staff, is a better safeguard against a repetition of the price rise 
experienced after Korea than is 8. 1081. The National Advisory 
Council would not be informed on technical details unless it had a 
staff comparable to the agency contemplated in S. 753. We feel that 
the question of safeguarding economic stability is important enough 
to the welfare of the great mass of people and to the defense program 
to justify the expense, and we hope this committee in its wisdom will 
enact legislation providing for a small, specialized standby agency. 

The CuarrMan. Are there questions, gentlemen? 

Thank you very much, if there are no questions. 

The next witness will be Dorothy B. Ferebee, president of the 
National Council of Negro Women. 

| understand she is not present, and inasmuch as it may be trouble- 
some to work her in later, | would like unanimous consent to have her 
statement printed in the record at this time. 

(The statement referred to follows:) 


STATEMENT OF Dorotuy B. FEREBEB, PRESIDENT, NATIONAL COUNCIL OF 
Necro WoMEN 
My name is Dorothy B. Ferebee. I appear here as president of the National 
Council of Negro Women, an organization which includes 23 national organiza- 
tions with members in 29 States and the District of Columbia. 
We have been in favor of price control during the post-Korean national defense 
emergency. I appeared before this committee last spring to urge the extension 
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of the Defense Production Act. Today I am here to testify in favor of 8. 753 
and to express the request of my organization that your committee vote favorably 
on this bill. 

The members of my organization are of necessity interested in prices. Most 
of us are people of low or moderate incomes, yet we have the same strong desire 
to do well by our children as do parents of greater wealth. We want our children 
properly fed and clothed. We*want to have homes where our children will have 
facilities for modest recreation and will not be tempted to look for their recreation 
in the streets. The best mother in the country cannot provide the proper home 
atmosphere on the most simple scale necessary for her children to grow into 
desirable citizens if rents and prices are so high as to make proper food, decent 
clothing, adequate housing, and sensible recreation entirely out of re ach of her 
budget. 

Prices in reasonable relation to average incomes are essential for stable family 
life. And stable family life is essential for the social and economic well-being 
of our country. As a member of the American Panel of Women, visiting the 
American zone in Germany last year, I saw at firsthand the effect of inflation on 
children’s health and well-being. It is the adequate home which provides the 
skilled worker needed in our defense production; the courageous man in Korea; 
the solid citizen who keeps alive and furthers the spiritual values and the living 
standards of our country. 

While we do not like controls any better than do other Americans, we realize 
that in a national emergency such self-imposed discipline is necessary. That 
is why I appear here today in support of legislation providing for standby controls. 

Many of us suffered from the rapid increase in the cost of living during the 
7 months between the invasion of Korea and the price freeze in January 1951. 

I have read with great interest the remarks of Senator Capehart when intro- 
ducing 8. 753 in the Senate on February 2, 1953. As he so clearly pointed out 
the damage from spiraling prices is done during the period immediately after 
the emergency arises. If we have a standby price and wage control agency 
ready to go into action when the President declares an emergency, half the 
battle is won. 

As we all know, there was no economic reason for the great upspurt of prices 
after Korea. But people, both consumers and businessmen, fell into a panic 
Anticipating shortages and price increases, they rushed out and bought up every- 
thing they could. Should another such emergency arise, if there is an agency 
all set for action, there will not be this fear of higher prices tomorrow. ean le 
will remember that since the price freeze in January 1951, consumer prices have 
gone up less than 4 percent in over 2 years as compared with a nearly 8-percent 
increase in the 7 months, June 1950 ‘to January 1951, after onan and before 
the price freeze. People will have less fear of tomorrow and panic buying 
would be averted, and a sharp price spiral avoided 

Inflation not only endangers our economic stability so vital to the defense 
program; it not only increases the cost of the defeuse program, it is costly in 
human suffering. 

Again referring to Senator Capehart’s remarks of February 2, I quote: ‘‘More 
important than the money cost is the human suffering thus unnecessarily created, 
and the strain and stress put on our economic system. It creates all sorts of 
dislocations, inequities, disequilibriums, frietion, and disruptions in our personal 
lives and in our productive system which takes years to rectify, and in many cases 
are never corrected. Most important, it de lays and hinders our chief objective 
at such times organizing and increasing our production potential for our national 
defense.” 

As a physician I know what the Senator is referring to in human suffering. 
Psychological suffering, worry over how to make ends meet as prices keep going 
up, creats physical ills and family problems. 

My members are patriotic Americans. We want to pay our share of the national 
defense program, but we do not want that program to be unnecessarily expensive. 
With inflation, prices of raw and basic materials for the defense program went up 
even faster than the cost of living in the months just before Korea 

We must never have a repetition of those months of panic, of uncertainty, 
suffering, and economic disorganization. We must be strong if we are to attain a 
world of peace. Inflation could destroy us as surely as could guns and bombs. 
Stalin has made very clear that he hopes to destroy us through economic deteriora- 
tion. This cannot be allowed to happen. 

Standby controls are one form of insurance for the economic well-being of the 
individual, the family, and our country. 
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May I repeat the hope of my organization—that this great Senate Banking and 
Currency Committee will provide us in 8. 753 with this protection against the evils 
engendered by the forces of atheistic communism. 


The CuarrMan. Is there anyone else here who would like to be heard 


today? If not, the committee will stand in recess until 10 o’clock 
Monday morning. 


(Whereupon at 3 p. m., the committee recessed to reconvene at 10 
a. m., Monday, March 9, 1953.) 
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MONDAY, MARCH 9, 1953 


Unitep Sratss SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to recess, at 10:05 a. m., room 301, 
Senate Office Building, Senator Homer E. Capehart (chairman) 
presiding. 

Present: Senators Capehart, Bennett, Bush, Payne, Goldwater, 
Maybank, Robertson, Sparkman, and Frear. 

The CuarrMaAn. The committee will come to order, please. Our 
first witness is Mr. Rowland Jones, Jr., president of the American 
Retail Federation. You have a statement, I believe, Mr. Jones? 

Mr. Jones. Yes; we have a brief statement. 

The CHarrMAN. You may proceed in your own way. You may 
read the statement or place it in the record. 

Mr. Jones. I also have with me Mr. Paul Hawkins, a member of 
the federation staff, who will be able to answer any questions I might 
not be able to do. 

The CuarrMAN. You may proceed in your own way. 


STATEMENT OF ROWLAND JONES, JR., PRESIDENT, AMERICAN 
RETAIL FEDERATION 


Mr. Jonzes. Mr. Chairman and members of the Senate Banking 
and Currency Committee, my name is Rowland Jones, Jr. I am 
president of the American Retail Federation, with offices at 1625 I 
Street NW., Washington, D. C. 

As the name implies, the American Retail Federation is a federation 
of 25 national retail associations and 33 statewide retail groups com- 
prising a membership in excess of 600,000 retail stores. 

I am also executive vice chairman of the Retail Industry Committee, 
an emergency group organized shortly after Korea to coordinate the 
retail industry in the handling of issues and problems arising out of 
the defense effort and to make available to Government the experience 
and technical knowledge of the industry. 

It is on behalf of the American Retail Federation and the Retail 
Industry Committee that 1 appear here today. 

A roster of the retail-industry groups represented is attached. 

(The roster referred to follows: ) 


NATIONAL ASSOCIATIONS 
American National Retail Jewelers Association 
American Retail Coal Association 
Association of Credit Apparel Stores, Inc. 
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Institute of Distribution, Inc. We s 
Limited Price Variety Stores Association, Inc. ferent 
Mail Order Association of America re es . 
National Appliance and Radio-TV Dealers Association ; he ) 
National Association of Chain Drug Stores light of 
National Association of Music Merchants, Inc. ' backere 
National Association of Retail Clothiers and Furnishers The 
National Association of Shoe Chain Stores 
National Foundation for Consumer Credit from el 
National Industrial Stores Association the haz 
National Jewelers Association oi in whic 
National Luggage Dealers Association The ) 
National Retail Dry Goods Association j 
National Retail Farm Equipment Association tion ne 
National Retail Furniture Association econom 
National Retail Hardware Association The 
National Retail Tea and Coffee Merchants Association lirect | 
National Shoe Retailers Association _ , 
National Sporting Goods Association philoso 
National Stationery and Office Equipment Association econom 
Retail Paint and Wallpaper Distributors of America, Inc. denied. 
STATE ASSOCIATIONS can pre 
In tl 
Associated Retailers of Indiana nomic 
Associated Retailers of lowa, Inc. ‘ 
Associated Retailers of Washington Govern 
California Retailers Association Ther 
Colorado Retailers Association benefit 
Council of Texas Retailers’ Associations effect i 
Delaware Retailers’ Council 
Florida State Retailers Association measur 
Georgia Mercantile Association In fa 
Idaho Council of Retailers price a 
Illinois Federation of Retail Associations the sup 
Kentucky Merchants Association, Inc. been de 
Louisiana Retailers Association = 
Maine Merchants Association, Ine Ther 
Maryland Council of Retail Merchants, Inc price a 
Massachusetts Council of Retail Merchants could t 
Michigan Retailers Association Ther 
Minnesota Retail Federation, Inc. 
Missouri Retailers Association facts t 
Nevada Retail Merchants Association interna 
New York State Council of Retail Merchants, Inc. Base 
North Carolina Merchants Association, Inc. +4 
Northwestern Lumbermen’s Association conditi 
Ohio State Council of Retail Merchants author 
Oklahoma Retail Merchants Association Wel 
Oregon State Retailers’ Council would : 
Pennsylvania Retailers Association . . 
Retail Merchants Association of New Jersey in the 
Retail Merchants Association of South Dakota W e | 
Retail Merchants Association of Tennessee which 
Rhode Island Retail Association In al 
Utah Council of Retailers 
Virginia Retail Merchants Association, Inc. cont 
West Virginia Retailers Association, Inc. — 0 
. . - of the 
Mr. Jonzs. I consider it a privilege to present to you the broad the pri 
viewpoints of the retail industry on the important question under hetenne 
consideration by your committee. oalnatia 
We commend your committee for the prudent decision to inquire Sion 
into the merits and needs at this time of legislation to authorize weonien 
economic controls to be imposed at some future date at the discretion trolled 
of the President. harsh | 
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We shall direct our testimony to that question, with particular 
reference to price and wage controls. 

The retail industry has examined this very serious question in the 
light of recent experience with direct economic controls and with the 
background of the wealth of practical experience in World War II. 

The issue before this committee is whether the benefits derived 
from enacting standby legislation of any type at this time outweigh 
the hazards to the economy resulting from such action during a period 
in which there is no justification for its use. 

The narrowing of the issue before you to this fundamental proposi- 
tion neither accepts nor rejects the controversial theory that direct 
economic controls are even beneficial to the economy. 

The retail industry has always believed that undue reliance on 
direct economic controls carries with it a dangerous threat to the 
philosophy of a competitive economy. The dangers to the domestic 
economy that are inherent in the present atmosphere cannot be 
denied. This high-tension atmosphere is the new normalcy. No one 
can prophesy its duration. 

In the meantime, there must be the courage to carry on our eco- 
nomic activities without falling into the trap of dependence upon 
Government for protection against every domestic hazard that exists. 

There is grave doubt that direct economic controls have any lasting 
benefit even under war conditions. Certaioly, they have no desirable 
effect if they are not preceded or accompanied by indirect economic 
measures suitable to the conditions at the time. 

In fact, past experience has demonstrated that the exercise of direct 
price and wage controls even during war have distorted and restricted 
the supply and distribution of consumer goods so that great harm has 
been done to the consumers and the economy. 

There may be conditions when, in the judgment of the Congress, 
price and wage controls could have a desirable psychological effect and 
could temporarily retard inflationary influences. 

There has not been made known by those in a position to have more 
facts than are generally available, any information that a critical 
international situation of dire portent is imminent. 

Based on the foregoing, and in the light of present domestic economic 
conditions, it is our conviction that there is no need for standby control 
authority at this time. 

We believe that the President and the Congress of the United States 
would act promptly as the needs require, to provide adequate authority 
in the event of a dire emergency or all-out war. 

We are, therefore, opposed to both of the bills, S. 753 and S. 1081, 
which are now under consideration by this committee. 

In any event, if direct controls are ever again employed, they should 
control every element of functional cost in the economy with the excep- 
tion of those uncontrollable areas such as are defined in section 402 (e) 
of the Defense Production Act of 1950, as amended. We disapprove 
the principle of selective emergency controls. The interrelationships 
between all elements of the economy are so inseparable as to make 
selective controls unworkable and inequitable. 

Moreover, the psychological effect of freezing part of the economy 
results in hysteria, panic-buying, and wage pressures in the uncon- 
trolled areas. On the other hand, a general freeze is an extremely 
harsh method of price control. It severs the pricing process from its 
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component-cost elements, permitting prior increases in costs at the 
producer and supplier levels to move through the economy to the 
retail level where the retailer must absorb them. Such absorption is 
unfair and damaging from the outset, and its adverse effects continue 
to increase for the duration of the freeze. For this reason, the freeze 
technique should be utilized only as a stopgap for the shortest possible 
period. 

In spite of the fact that retailers, more than any other segment of 
the business economy suffer most from a general freeze, we still insist 
that at the outset the freeze on prices, if there is one, should be com- 
pletely across the board and accompanied by a simultaneous freeze on 
all elements of costs entering into price, including wages, basic com- 
modities, raw materials, and transportation. 

Retailers are the purchasing agents for the consumer public. In 
this role they perform the vital function of distribution in the economy. 
To permit efficient discharge of this responsibility, we urge that the 
transition from a general freeze on all prices must be accomplished 
quickly by the provision of appropriate regulations cast against the 
background of historical relationships and customary practices. We 
believe it is the duty of the Congress to circumscribe economic control 
authority with safeguards preserving fundamental historical business 
practices. 

An example of one such fundamental business practice which it is 
essential to preserve, is the margin principle of pricing at the retail 
level. The bulk of costs of retail distribution are directly related, 
percentagewise, to costs of goods. Any form of control which does 
not recognize that principle, if continued beyond a temporary period, 
will adversely affect the efficiency of America’s retail distribution 
system. 

The retail industry reiterates to Congress the following basic 
principles which it adopted following the outbreak in Korea and 
which we believe should be always present in any control legislation: 

(1) Control authority should always be limited to a specific period 
by Congress and in no event should it be enacted to extend for a 
period longer than 1 year. 

(2) At any time price control is imposed it should be completely 
across the board and accompanied by simultaneous controls on all 
elements of the costs entering into price, including wages, basic 
commodities, raw materials, and transportation. 

(3) The method of price controls at the retail level must be con- 
sistent with customary business practices and methods which are 
historic and have been set by competition. 

There should be real, not fictitious, consultation with industry 
in the development of control regulations so that the regulations will 
be fair and equitable between sellers and classes of sellers at all stages 
in the production and distribution process. 

Mr. Chairman, I think the last paragraph in this statement is prob- 
ably the most important. 

This is the time for this committee to establish the intent of Con- 
gress that economic controls will never be used simply because of 
variations, or possibilities of variations, in the price and wage level. 
Such variations up and down are natural reflections of the interplay 
of the forces of supply and demand. 
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In other words, Mr. Chairman and gentlemen, it seems to us we 
must have done with the idea that any flurry of increase in prices 
should call for a positive, concrete Government action in some way 
or other to limit the forces that produce them. That concludes my 
statement, sir. 

The CrarrmMan. Let us turn to page 4 of your statement, if you 
please. You say, “For this reason, the freeze technique should be 
utilized only as a stopgap for the shortest possible period.” Then 
you go on. 

What you are really doing on that page is endorsing a 90-day 
freeze, are you not? 

Mr. Jonus. No, sir, not in any formal form, Senator, on the statute 
books or in the pigeonhole of the committee. 

We admit there may be a period when a freeze of 90 days may be 
justifiable in the judgment of the Congress and the executive depart- 
ment. But we do believe that the formalization of a freeze technique 
as something that may be used in the future by Government will 
create pressures and situations in our economy which will do far more 
harm than to have something hanging over the head of this economy. 

The CHArRMAN. Can you foresee any emergency in the future 
that would make it necessary for us to have price, wage, and rent 
controls? 

Mr. Jones. Personally, I can see that in the event of a dire emer- 
gency such as Pearl Harbor or some explosion in the international 
situation which it is clear means a tremendous transition in our 
economy from peacetime production to wartime production, say, as 
as high as 45 percent as we got in the last war, I think that in all 
probability would compel the Congress to take some steps in this 
direction. 

The CuarrMan. Of course, I am delighted that you admit that. 
We have had some witnesses here representing business that will 
not even admit that. I am delighted you will admit that. 

Mr. Jones. You will note, sir, that my qualification was that the 
judgment of the Congress in that kind of a situation would be moved 
to some action. 

The CuarrMan. If you believe that, and of course that is the 
purpose behind the legislation, do you not feel that we ought to prepare 
for it now rather than wait until the emergency is upon us? 

Mr. Jones. Mr. Chairman, I don’t know how you prepare for it 
now without suspending a sword of Damocles over the head of all 
the people in this economy who, from the time that was formalized, 
would make thousands of decisions in the operation of their businesses 
and particularly their pricing mechanism in the light that day after 
tomorrow this might suddenly happen. 

The CuarrMan. You know, I sat here for hours and hours on this 
committee, gentlemen, and the federation complained about rules and 
regulations. You even asserted, in your statement here, that if we 
do have this emergency and we must do this, we must follow the his- 
torical pattern, that we must do all that sort of thing. Tell me how, 
if this emergency that you admit might come, comes suddenly, this 
Congress, and yourself, and everybody else are going to be able to have 
the time to sit down and work out all these sane, sensible, practical 
rules and regulations that we ought to have? 
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I agree, as you know, that we ought to have them. Don’t you 
think if we are going to have sane, practical rules and regulations 
written with the he Ip ‘of your organization, which ought to know much 
better how to do it than someone sitting here in Washington, that you 
are going to have to do it when you are not under pressure and you 
are going to have to do it when the emergency is not upon you? 

Mr. Jones. Mr. ( ‘hairman, in the last World War, and in the period 
since Korea, the Congress and the administrative branch of the Gov- 
ernment has had a tremendous amount of experience. They made a 
tremendous number of mistakes, most of which, during the period, 
have been corrected after great labor. There are some pretty good 
blueprints alreaay in the files of this committee and in the history of 
the agencies. If we profit by the past, it would not take any consider- 
able length of time to meet the emergency. 

The CuarrmMan. That is what I think we ought to do and that is 
why I think we ought to do it now and ought to have it completely 
written. We ought to know exactly what we are going to do, and it 
ought to be done on the basis that it is satisfactory to business, that it 
is practical, that it is workable, so that we will avoid all the mistakes 
that we made in the past. 

Mr. Jones. Mr. Chairman, I am a great believer in continuing 
studies in this field. I think that we ought to have a codification of 
the experience of the past to blueprint specifically the errors and mis- 
takes of the past. 

But to formalize in legislation something that will come into eftect 
in the judgment of the Executive, no matter who he may be, it seems 
to us to be unnecessary, because in the emergency we have just talked 
about, certainly there is enough power in this Government to move 
rapidly in the light of experience of the past. 

The very existence on the statute books of the formalization in the 
absence of further legislation at that time, of the power to freeze this 
economy, would I think place the economy under a continuing con- 
sideration that that-might happen almost overnight. It could happen, 
sir, in an emergency under that kind of a situation far short of the dire 
emergency. 

The CuarrMan. To me it is just the opposite. As a businessman, I 
would feel much safer knowing that we were going to control the situa- 
tion at its inception and that we had good rules and regulations that 
were fair and equitable, that were written by the industry, itself. 
That we were going to know exactly what we were going to do, rather 
than wait until the emergency is upon us, and not “knowing what we 
are going to do, work under pressure, get a lot of inexperienced men 
running the agency, lots of rules and regulations that no one under- 
stands, that are impractical, and have a period of X number of days or 
weeks under which prices would go up and up. We would get to this 
point and then have some sort ‘of legislation when the economy 1s 
completely ot of balance and then start trying to bring some prices 
down, other prices up, and go through exactly what we did here in 
World War II and in the Korean war. 

As a businessman, I do not subscribe to this idea at all, that, if you 
had good, sound legislation such as we are talking about here, it 
would hurt business. In fact, to me it would be just the opposite. 
I would like to be sure, because prices are awfully high at the moment. 
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I hate to think of them going higher. They might well go higher if we 
get into this emergency you are talking about. 

It is understood—if it is not and the legislation is not written to 
that end, we certainly want it to be—that we are only talking about a 
severe emergency in which it would be so obvious to everybody in the 
United States that we would have to do something; otherwise, it 
would not be put into effect. 

Mr. Jones. That is a point, however. The existence of formalized 
powers carries with it always the temptation to use them. We know 
when the price level goes up 5 percert in this country there is a great 
hue and ery, but prices under our competitive system do not rise 
unless there are economic forces that force that decision. 

What we are concerned about is that we get so acclimated to the 
theory that we will use controls whenever the price level goes up. 

The CaarMan. But that is not the intention at all. 

Mr. Jonus. Lrealize that. The action will reinforce the idea. 

The CHArrMAN. It seems we have to prepare for the emergency. 
If there is no danger of an emergency in the future, then a lot of the 
things we are talking about and doing today, a lot of the propaganda 
that is being put out must be completely wrong. For example, we 
now have a standby manpower bill; do we not? 

Mr. Jones. Yes, I think so. 

The CuarrMan. In which we give the President of the United States 
the right to take next month zero men or a million or 10 million. 
Why do we have it? We have it because we think an emergency 
might exist in which we would need it. Under those circumstances 
we did not wait until the emergency was on us, did we? 

Mr. Jonns. No, I am not familiar with that. 

The CuarrMan. We are spending billions of dollars at the moment 
for national defense. It is strictly on a standby basis because every 
other word we utter is that we are not aggressors and there is nothing 
in the world we want except simply to protect ourselves. 

The other end of our life that we have no standby law for or have 
no method of dealing with in case we get into a big emergency, and 
are perfectly willing to wait until it happens, is the economy, is this 
matter of inflation, of rising prices. It seems to me we ought to 
prepare for it. 

I introduced the legislation here because I felt as chairman of the 
committee, because this committee deals with this subject, we ought 
to call it to the attention of the businessmen of the United States, call 
it to the attention of the people and the Congress, and if they want to 
do it, all right; if they do not want to do it, all right. I do not quite 
understand your arguments against doing it. I do not think you 
understand what we are trying to do. 

Maybe we are to blame for that. Maybe the kind of legislation 
that we introduced is the cause of it. I think if we could all become 
sold on the principal that we ought to prepare for such an emergency 
that we both feel may happen, and then all sit around the table and 
write the kind of legislation that would protect the private enterprise 
system as you would like to have it protected, as I would like to have 
it protected, I think we would be much better off as a country. 
Maybe I am wrong about it. I do not think Iam. _ I think people 
on fixed incomes in America, the people who just have no way of 
getting their incomes increased, I do not think they look forward to 
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any degree of particular satisfaction in feeling that the big interests 
of this country, and even this administration and this Congress, are 
not preparing to protect them and defend them if we do have that 
big emergency which they tell us every day we may have. 

They are taking taxes away from us every day on the basis that 
we are going to have one. It would seem that business would be in a 
much better position if they admitted we may have that emergency 
and say that would like to help you prepare for it and do it on a sane, 
practical basis. 

Mr. Jones. Mr. Chairman, if I may make one further point in this 
picture, I think it would be helpful. It is a little bit of history and 
shows the use of powers when they are not needed. This Congress 
passed the Defense Production Act in September 1950. It did not 
use it until January of the following year. We are all familiar with 
that. The point is that the powers were finally used. It would not 
make any difference whether it was standby or legislative power, finally 
used after the reason for imposing the-—— 

The CHarrmMan. That is what I am trying to avoid. For example, 
what I am trying to do here is state we will use the power when it is 
needed and when it is not needed, we will get rid of it. 

For example, all I think we ought to do is, if we have this big emer- 
gency, put a freeze or a ceiling on for a period of 60 or 90 days, during 
which time the Congress of the United States would take a good look 
at it. And if it happens during the next 3% years, I would be here to 
help take a good look at it. I might even vote against extending it 
for longer than 60 or 90 days. I might come to the conclusion that 
we do not need anything. I might come to the conclusion that we 
could handle it by indirect controls. I reserve the right myself to 
vote against any legislation beyond the 90-day freeze. 

3ut the point is, we check it at that point and then we decide what 
we are going to do in the light of existing conditions. My personal 
position is, if we had had such a law when the Korean war started and 
we had used it for a period of 60 days, we would never have needed 
to have any price, wage, and rent controls. 

If we had taken a good, sound look at it, we could have had it in 
other ways, because when these emergencies hit the people they be- 
come hysterical, they start worrying, prices go up and no one knows 
how long it is going to last. You do not know what to do. 

Why let the automobile run away down the hill without any brakes 
while you are deciding what kind of brakes you are going to put on it? 
Why not stop it at the top of the hill and then proceed to decide how 
you are going to let it go down the hill? 

Mr. Jones. Mr. Chairman, it seems to me that this turns upon the 
definition of an ‘“‘emergency”’ and a great deal—— 

The Cratrman. I think it does. That is why I would like to 
have the help of you people, and a lot of other people, rather than 
just being against the idea. I would like to have the help of you 
people in describing what kind of an emergency would warrant it 
and what kind of bill we ought to write. 

Mr. Jongs. Frankly, we do not know how to do that unless you 
specify, in granting the standby control freeze powers, for instance 
that an actual state of war must be existent. Anything short of that 
becomes a question of judgment. If we had these standby powers 
in the hands of the administration, every little flurry on the interna- 
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tional scene would cause the newspapers of America to begin talking 
about the fact, ‘‘When is the administration going to use the standby 
power?” 

The CHarrMan. That would not be true of the second bill, S. 1081. 
I would admit it might be true of the first bill, S. 753. It would not 
be true of S. 1081. Maybe it ought to be rewritten. Maybe we 
ought to have different wording in it. 

All I have been trying to do is call to the attention of the American 
people and the Congress, and the people in business, that if there is 
danger of a big emergency, we ought to prepare for it rather than 
wait until it is upon us. So far I have not had any help, not very 
much help, I will put it that way, from those representing business 
who have come in here and have testified. 

[| think I am safe in saying that the president of the National Manu- 
facturers Association testified that even under a big emergency or 
under a war, taking 30 to 50 percent of our national product, even 
then they would be opposed to price, wage, and rent controls. 

1 am certain be does not speak for all the members of the National 
Manufacturers Association. 1 was a member for many, many years. 
| do not think he speaks for all the manufacturers in the United States 
when he makes that kind of statement. 

Mr. Jones. The retail industry did not oppose the passage of the 
Defense Production Act of 1950. 

The CuarrMan. I know you did not. I worked very closely with 
you and tried to be helpful. In fact, I have been considered by many, 
many groups in America as being opposed to price, wage, and rent 

controls. They have even accused me of being very har mful to them. 

I would like to benefit by the experience we have had in World War II 
and the Korean war if we can. If we cannot, if the Congress does not 
want to do it, if it wants to wait until the emergency is upon us, let us 
hope it never happens, then you want to proceed to go through the 
same thing you did in the Korean war and World War II; why? If 
you do, there is nothing I can do about it. 

Senator GoLpwaTEerR. Mr. Chairman, I would like, if 1 might, to 
correct one statement. S. 1081 does give the power to the President 
in any emergency, and it does not spell out the emergency. 

The CuarrMaN. I think we admitted that. 

Senator GoLpwaTer. I thought you said we were protected that 
way. 

The CuarrMan. I do not think so. I said I thought S. 753 was a 
standby control with rules and regulations but would not permit the 
President to put even in selective controls, but it is in S. 1081. 

Senator Gotpwater. S. 1081 gives the President power to put 
controls over certain things with the 

The CuarrmMan. Would the Senator be in favor of amending that in 
some way? 

Senator Gotpwaterr. There is an amendment in to do away with 
the National Advisory Council and reexamine it at the end of, I 
think 

The Chairman. I can certainly see a lot of merit in that idea. 

Senator GoLtpwaTerR. That is not the question 1 wanted to ask. 
Discussion has brought out here that we should look at history. I 
do not know if these words are correct, but on the Archives Building 
it says, ‘‘What is past is prologue,” and we should study the past. 
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I think those are very true words. 1 would like to ask you a question, 
representing the organization you do. In looking at the past, in order 
to study what to do in the future, have controls worked in the past 
10 vears the 2 times they have been invoked? 

Mr. Jones. I can answer that categorically and say that they have 
not. Controls have either been put on too late or, and the converse is 
true and the damage is even greater, they have almost always been 
kept on far too long. 

The CHatrMan. That is exactly my position. That is exactly 
the purpose of this legislation, that when we needed them we did not 
have them, and once we got them, they kept them on much longer 
than they were needed. That during the time we did have them, the 
rules and regulations, and so forth, were not written properly. 

They were not administered properly. One of the big reasons for 
that, in my personal opinion, was the haste and the pressure under 
which the rules and regulations were written and the pressure under 
which the personnel to administer them were recruited. 

Mr. Jonzs. In further answer to Senator Goldwater’s question, 
have they worked, not only have they not worked, but they have 
worked in reverse and hurt production in many areas at the time when 
we needed the maximum production. And particularly in a serious 
emergency of the wide conversion to war we have to insure the maxi- 
mum possible production for the civilian economy if we are gomg to 
have a healthy defense system. 

The Cuarrman. There is no question about it. 

Mr. Jonzs. And controls seem inherently to work in the direction 
of going so far that they hurt production and disrupt our normal way 
of life. 

The Cuarrman. They will not work at any time if there is not an 
emergency; where there is no need for controls, you should not have 
them. You ought not to be considering them unless there is a real 
shortage and a real emergency. 

They did not work, in my observation—this is based upon ex- 
perience, now—and they did retard production in many directions 
purely because of the kind of rules and regulations and the kind of 
people running it. Had they wanted to have administered them 
properly and had the right rules and regulations been written, they 
would have worked in every instance, in my personal opinion. 

Senator Payne. Is it not true, Mr. Jones, that in your statement 
you believe that if controls are needed they should be placed right 
across the board? 

Mr. Jongs. On every cost. 

Senator Payne. So that every cost factor is controlled so that it 
does not throw a burden upon one as against somebody else? 

Mr. Jones. That is right. 

Senator Payne. Would not you say that in each case where con- 
trols have been legislated in the past, both in World War II and also 
in the Korean situation, they were written and put into effect during 
a period when people were under stress; in other words, when they 
were not able to give either at the congressional level or at the busi- 
ness level due care and consideration to the proper writing of those 
controls so that they would meet fairly and equitably the situation 
that we might be confronted with. In other words, business was 
under pressure because they did not know what was going to happen. 
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The Congress not only had control legislation but they had every 
other type of emergency legislation confronting them so that nobody 
could sit down and really with peace of mind say, “‘This is what we 
honestly feel will work in a practical way;’” is that your feeling? 

Mr. Jones. I think that is true. 

Senator Payne. | think that bears out somewhat the statement 
that the chairman has made, that the purpose of S. 1081 is to make it 
possible for a freeze to go into effect, and with the background that 
can then be available, and the sufficient time remaining in which all 
parties can sit down and see if they cannot come to a realistic ap- 
proach and decide, “‘Shall we or shall we not go further on it?” 

Mr. Jones. Mr. Chairman, it seems to me that in an emergency 
that would justify a freeze or a following system of controls, in that 
kind of situation I think this Congress could freeze this ec onomy in 
a matter of 36 hours, if in its judgment the emergency justified it. 

But to formalize the power and place it in the hands of the Executive, 
it seems to me, does something far beyond that in the interim between 
now and the time of its possible use. 

The CuarrMan. If they did freeze it within 36 hours—they might 
do it; I do not know—they certainly could not do it if they were not 
in session. Suppose they did. Would it not be better now to prepare 
certain rules and regulations and an organization to do certain things 
under certain conditions, even if the Congress did it? I have no pride 
of authorship in these bills at all. I am trying to sell the businessmen 
of the country and the Government on a principle, and that is that we 
ought to be as much prepared in the case of a big emergency to control 
our economy, or protect it, I will put it that way, to protect the 
economy of our country as we prepare ourselves with our Army and 
our Navy and our Air Corps and our manpower to follow on. That 
is all I am trying to do. 

It seems to me that if one is sold on the idea that there might well be 
an emergency that would warrant this sort of thing, then we ought to 
prepare for it. You gentlemen ought to be helping us write this 
legislation and setting it up on the basis of it being practical and 
sensible rather than coming in and being 100 percent against it. 

We have had witnesses who have said we did not even need controls 
if we had a big war. 

If we took 30 or 50 percent of our national product for our war 
materials, leaving half of our goods for civilian use, I think anyone 
who would stop and think for a moment that if you take half of every- 
thing in the United States, or even 30 percent of it, or 40 percent of it, 
and give it to the Army or the Government, leaving only from 50 to 
70 percent of the balance for the civilian use in America, that no doubt 
you would have to ration it and you would have to control the prices. 

I think anvone who does not agree with that just is not thinking. 
Under those circumstances, it seems to me we ought to prepare as 
to how we are going to handle it in advance. Maybe ie am wrong. 

Mr. Jones. Mr. Chairman, with all of that preparation and if an 
emergency happened, controls were used, if the Congress did not 
impose the necessary indirect controls, which are the real controllers 
of the situation 

The CHarrMan. I agree with you 100 percent. 

Mr. Jones. We again feel it would do more harm than good. 
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The Cuarrman. I said, if you put it into effect when the emergency 
started, then the Congress might decide in a 60-day period that all 
of it could be handled by indirect controls. That might well be 
what I would vote for. 

But you, at least, get a chance to look at them and decide how you 
want todo it. L[agree with you. I have said a half dozen times that 
if an emergency started here next October, and we had such legislation, 
the President froze it, and Congress came into session to decide what 
to do about it permanently or temporarily, that I might well vote 
against price, wage and rent controls on the theory that our produc- 
tion is great enough that we did not need it, that the emergency was 
not going to be so severe and indirect controls could handle it. 

But at least I am holding the sheep while I am shearing it; I am 
not trying to shear it while it is running down the lane. I know 
where it is. 

Senator GoLtpwaTer. Leading up to this next statement, I again 
want to get back to the fact that history is something to go on. We 
have asked these people to come here to testify before us because 
they have been through that history. They are the ones who have 
had the experience. They, plus the consumers, not we who legislate, 
have been the ones who have seen it work or not work, have seen 
the reasons why in each case, and certainly they are the ones who can 
say, as far as | am concerned, that this country’s economy can work 
under controls or it cannot work under controls. 

What we are talking about here is preparing legislation for the 
eventuality of the situation that might conceivably call for controls, 
which is to me the threat, the big threat in the situation. 

Mr. Jones, do you see any advantage to the economy in having a 
written threat hanging over the future of that economy which is set 
up for the eventuality “of an emergency? 

Mr. Jones. I do not at the present time, sir. 

Senator GotpwaterR. Do you see any way in the world that that 
law could be written or, assuming that we do not have S. 753 but 
have S. 1081, that S. 1081, or a bill of that nature, could be in the 
books without jeopardizing the free-enterprise economy that we 
work under? 

Mr. Jones. I think the very fact that powers of that kind are so 
foreign to our whole history, of a free, competitive economy, that the 
very existence of it hanging over the head of the economy will have 
reprecussions which will be mcre _—— than any damage that 
might occur in the short period of a real emergency during which 
it would take the Congress to act. 

Senator GotpwatTrerR. Mr. Chairman, it seems to me this is an 
important part of the testimony: The fact that men who are experts 
in their various fields, whether they are consumers, whether they are 
for this legislation or against it, come here and present good, sound, 
valid arguments as to why controls would be advisable or as to why 
controls would not be. 

You have heard the great preponderance of witnesses testify against 
controls. I will grant you that, by the very nature of these witnesses, 
you would expect them to, but on the other hand, who else in this 
economy knows how it works better than the men who work day by 
day in that economy? Who else could we call here that would know 
period by period and comma by comma the workings of our laws of 
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supply and demand? We will have the Government witnesses before 
us before we are through, many of whom have never been in business. 

The CuHarrMaNn. Will the Senator yield a moment? 

Senator GoLpwaTeErR. Just one moment, sir. We will undoubtedly 
have people here from the teaching profession, who are great theorists 
in this. It has been one of our troubles in legislation in the past 20 
years that it has been written on theory and not written on the cold, 
hard facts of history. 

I will mention once again that never, in the entire history of the 
world, going back thousands of years, have controls on the economy 
of any government done anything, mind you, anything but start 
the eventual ruin of that economy. 

The CuarrMan. Will the Senator yield? 

Senator GotpwaTer. Yes. 

The CHarrman. | do not want to disqualify these witnesses that 
you talk about as being experts, because I agree they are. I would 
like to call your attention to this fact, and I would like to ask the 
witness a few questions. Is it not a fact that our production today 
is the greatest in the history of the Nation? 

Mr. Jones. I think that is true. 

The CaarrMan. Is it not a fact that for the last 24 years we have 
had controls? 

Mr. Jones. That is right. 

The CHarrMaNn. Then how can you sit there and say that controls 
interfere with production? 

Mr. Jones. Well, there are a great many reasons outside of a normal 
economy for our tremendous production today, Senator. There are 
subsidized matters of production of various kinds. There is produc- 
tion which the Government is paying for completely. There are other 
areas where we have artificial stimulants to production, There are 
various ways. 

What I am talking about is from now on the need to have a maxi- 
mum, normal, peacetime production which will produce and sell the 
maximum amount of goods to the maximum number of people. 

The CaarrmMan. May I say this: There is no relationship between 
controls at the moment, that under existing conditions they are not 
needed, and the emergency we are talking about. Let me ask you: If 
we got into World War IiI tomorrow or 6 months from now and the 
Government was going to require as large a percentage of our national 
product, materials, as they did in World War II, which was 50 percent, 
and you had no price, wage, or rent controls, do you think prices would 
go up on the balance of the goods? 

Mr. Jones. Certainly. 

The CuarrmMan. And you want that to happen? You think then 
that the cost of the war, instead of being, say, $100 billion a year, 
that if prices went up it might well cost $200 billion a year and the 
people must raise the taxes to pay for it? 

Mr. Jones. You use the term “war.” If you had used the term 
“emergency,” my answer would have been different. War is an actual 
definable thing. 

The CuarrMan. Are we not in a war today? 

Mr. Jones. Only to a very small degree. In the way you use the 
term “war,” I would take that to mean this all-out situation of con- 
version to war like we had after Pearl Harbor. 
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The CHarrman. Do you not think there is a possibility we may 
have that? 5 

Mr. Jones. There is a possibility, of course. 

The Cuaarrman. Do you not think we ought to prepare for it? 

Mr. Jones. I think if that eventually comes, this Congress could 
take action in 36 hours. 

The Cuarrman. Then you are in actually the same situation as 
you were at the beginning of the Korean war. You permit it to start 
running away, prices go up, people hoard, and then you have no 
rules or regulations, and under the pressure of 30, 60, or 90 days you 
write a bill, go out and recruit a man to bead it, bring him a lot of 
emplovees that under pressure must do all of these things. So you 
get right back, do you not, into the same situation that you have 
had twice now in my life? 

Mr. Jongs. No; I would think, Senator, we had learned some 
lessons on two occasions. 

The CuarrMan. It does not appear to me that we have. 

Mr. Jongs. There is a bill on the books now which is going to expire 
on April 30. In the kind of situation you talk about, I think the 
President has ill-defined, of course, but some emergency powers that 
he can use without formal authority from this Congress. 

I think we could pick up where we left off, b: sed on the experience 
of the past, very quickly, in case of something of the seriousness of 
Pearl Harbor, or something like that. 

The CuarrMan. If there are sufficient laws at the moment to 
accomplish what I think we ought to do, then, of course, there is no 
need for this legislation. But 1 do not know of any such laws. I 
know of no such way to do it. If there was such legislation, then 
there was no necessity of our passing the Defense Production Act in 
September 1950. 

Senator Rosertson. I would like the record to show that it is the 
opinion of many people that the Korean war is not a war unless you 
have been shot at. Jt seems to make a slight difference. 

Senator Gotpwater. I would like to ask the chairman one ques- 
tion: What do you have in mind, Mr. Chairman? You mentioned 
it is not what you have in mind. . Do you have in mind 8. 753 or 
S. 1081? 

The Cuatrman. I have in mind the principle that we ought to get 
ready to control, to know what we are going to do with our domestic 
civilian economy in case of an emergency and in case that prices get 
completely away from us. 

I would like to solicit the support of every member of this com- 
mittee and the business interests of the United States and the admin- 
istration itself on preparing for that eventuality. 1 have no pride in 
the authorship of these two bills. I will be delighted to accept any 
amendments thereto that might improve them, providing we can 
agree on the principle that we ought to prepare to control and know 
what we are going to do. I am one person who feels we cannot 
stand another big round of inflation on top of these high prices we 
have at the moment, because the cost of conducting the war and our 
national defense is going to be prohibitive in dollars. Furthermore, 
I do not think the inflation of the kind we have had since the Korean 
war helps anyone. I think it has been very harmful to us. 
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We are away up here on top of the mountain now and we have to 
get down somehow. I am fearful in getting down we are going to 
get very badly bruised. I do not want to see us go any higher. 

Senator Roperrson. Do you know how much the cost of living 
has increased since controls were taken off? 

Mr. Jones. You mean, the decontrol period? I do not think they 
have gone up at all. 

Senator Ronertson. The estimate 1 saw was that the cost of 
living had increased $1 billion. 

Mr. Jonrs. The Bureau of Labor Statistics does not show it. Mr. 
Chairman, every decontrol order that has been issued by a Govern- 
ment man has said, ‘We have expected the price of these things to 
go up. 

Senator Roserrson. | am not talking about what they expected. 
I want somebody to put into this record what has happ ened. 

Mr. Jones. I can give you a categorical answer. The best test of 
price level is the Bureau of Labor Statistics. The level has not gone 
up since this started. Rents went up a little bit, and one or two things, 
but the average cost of living has not increased during this decontrol 
period. 

Senator Rorertrson. The testimony before us is that the steel 
companies can sell all the steel they can produce and that there are 
shortages in structures using steel. Is there a way to find out if 
the steel companies are going to increase their prices? 

Mr. Jonzs. I would say anytime you control prices there*’are some 
inequitable things done and some prices are held unfairly low, and 
that when you take the controls off they find their natural level. 

The Cuarrman. I think there is no question about that. 

Senator Rosertrson. I am for letting the program end. I believe 
in free enterprise. I would like to see controls end. But I am like 
the chairman; I cannot look forward far enough to know what kind 
of emergency might arise. I do not even know what might happen to 
the steel companies as to advantncing their prices, because they 
could do it and still sell the steel. Then labor would have its wages 
increased. I think it is true across the board. Just when that would 
create an emergency, I do not know, if it should happen, Maybe 
everybody is going to exercise a commendable amount of self-restraint 
when they find a tight pocket, that they could get more but decline 
to get more. Whether or not they will do that, I do not know. They 
did not do that in June and July of 1950. We know that. 

The CuHarrmMan. We have millions of people today on pensions. If 
these prices get higher and do not start going down as a result of big 
production, you are going to have some of these days to increase the 
pensions. That means more taxes because a man that started 25 
years ago to arrange for a pension of $1,200 a year, which at that time 
looked as if it were sufficient, today finds himself in a very, very tough 
situation. 

That man’s pension, if these prices over a reasonable length of time 
do not come down, will have to be increased. 

Senator Ropertson. Is it not true that every consumer group that 
has testified before us is fearful of future inflation and the quick wage 
and price freeze. That we need more legislation on the subject, is 
that not true? The consumer groups have expressed their fears, the 
civilian groups. They would like to drop the whole business. 
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The CuarrMan, It is not pleasant, of course, to introduce legisla- 
tion and look forward to these things. I think you have to be 
realistic. 

Senator SpARKMAN. Mr. Jones, if I understand correctly, you are 
not against controls under any conditions; in other words, you recog- 
nize there might be emergencies, all-out mobilization, or something 
of that kind? 

Mr. Jones. We use the term “dire emergency” or “all-out war.” 

The CuarrMan. They were very fair in that cuneate I want to 
say that. Much fairer than some of the witnesses we have had. 

Senator SPARKMAN. I want to lead up to this point. You do believe 
there is no need for controls now; that we are fairly well stabilized 
and that the output of our production that goes into war purposes is 
so relatively small that we do not need controls? To follow your 
thought further to this extent, your reason for not favoring this 90- 
day-freeze proposition is that if an emergency should develop you 
think Congress could be called into session and legislation could be 
passe d? 

Mr. Jones. That is right. I stated that the formalization of an 
emergency standby control would be a Sword of Damocles hanging 
over the head of this economy which would influence millions of 
economic decisions, an influence to lower prices. 

Senator SPARKMAN. You are not afraid of the delay that might be 
occasioned? ‘The chairman pointed out the delay that followed the 
Korean dutbreak, where it took us 2 or 24 months to get the legislation 
through Congress, and then it took 2% or 3 months to get it going. 

Mr. Jonus. I think the trouble then was the Congress had a long 
argument over what the content of the bill should be. When it got 
through, it had a fairly good bill. That bill has been improved since. 
It is on the statute books today. ‘Title IV expires, at least, on April 30. 

I want to say this also to the chairman: tbat the experts in the retail 
industry who burn the midnight oil learning about this picture would 
be tickled to death to sit down with this committee and its experts to 
study the mistakes of the past and to come to some common agreement 
as to where the mistakes were. 

The CuarrmMan. I know you would do it. That is one of the pur- 
poses of this legislation. 

Mr. Jones. That is right. But to formalize it in any way is un- 
called for and could be damaging. 

Senator SpaARKMAN. How long, Mr. Jones, in 1942, were we in pass- 
ing a control bill? The reason I ask that question is because it was 
certainly following a great emergency and an all-out call for mobiliza- 
tion. 

Senator MayBank. We started before Pearl Harbor in getting ready 
for it on this committee. I came here in 1941. Westayed months on 
it. If I recall, Senator Byrnes had charge of it. He went on the 
Supreme Court. Senator Prentiss Brown took the bill over. It was 
in April. 

Senator SpaARKMAN. Is that right? 

Mr. Jones. That is right. 

Senator SPARKMAN. One reason I wanted to bring it up was this: 
It is easy for us to say that Congress could act in 36 hours, or some- 
thing like that. We just know from practical experience that it does 
not act that fast. You have no misgivings on that? 
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Mr. Jonns. We made a point before you came in that a variation 
in the price levels because of minor news of various kinds is no excuse 
for the imposition of controls. That is the kind of thing we fear. We 
did make the point, however, of speaking with the knowledge we have 
now. We had no knowledge in 1941. This was a virgin field. 

We made a lot of mistakes in World War II, and the Congress 
corrected a number of those. 

Senator MayBank. We had to change the 1941 bill from time to 
time. 

Mr. Jones. That is right. There has been that experience. There 
has been the Defense Production Act of 1950 experience with its 
amendments. You have a fairly good blueprint of what works and 
what does not work. 

Senator SPARKMAN. You do not conceive of some condition, some 
trigger, or formula, that could be written into this provision which 
would protect the people against the sword of Damocles, as you refer 
to it? 

Mr. Jones. Mr. Chairman, the sword of Damocels to us is the dan- 
ger that would flow from a formalized control, because every piece of 
disturbing news that came along on the international situation, the 
papers would start talking and the clamor would start to pull the 
trigger, that this emergency is bad enough to do this and so on. 

The CHarrmMan. Will you yield a moment? 

Senator SPARKMAN. | am through. 

The CuarrMan. As a businessman, I would feel much easier, much 
better, if I knew that if we got into an emergency these prices were 
not going up another 10, 15, or 20 points than I would not knowing 
what is going to happen and living from day to day knowing that some 
of these days there might well be an emergency and these prices would 
get completely away from us. 

Mr. Jonrs. Could Mr. Hawkins make a point on that? 


STATEMENT OF PAUL HAWKINS, AMERICAN RETAIL 
FEDERATION 


Mr. Hawkrns. I would like to ask you, in turn, would you not make 
an adjustment in prices and business practices to guard against such 
an emergency happening rather than follow your regular business 
practices? 

The CuarrMan. No, sir, because I am a great believer in the free- 
enterprise system. As a businessman for 30 years, | know my prices 
have to meet the other fellow’s prices. I have to operate my business 
on a sound basis. 

This idea that I, personally, can keep my prices up while my com- 
petitor across the street is selling for a lower price, as far as I am con- 
cerned, is a lot of poppycock. Pardon the expression. 

The law of supply and demand will take care of whether I hold my 
prices up or not. 

Mr. Hawkins. I think that is so with the exception of that law 
being on the books. I think that adds an extra element. 

The CuarrMan. Let us say there is some danger of that. I still say 
it is less danger, and I would so consider it as a businessman, than 
feeling that we might get into an emergency in which prices would go 
up and up and up. 
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I do not think we can, under any circumstances, afford to have prices 
go much higher than they are now, because if they do you are going 
to have to find a lot more tax money to pay for the national defense, 
a lot more money to pay for these pensions. 

You are working a terrific hardship on people with fixed incomes. 
It is pretty tough on people with fixed incomes. 

Mr. Hawkins. In the real-estate industry we are anxious to bring 
the prices down, too. It is felt a law of this sort will mitigate against 
that possibility. 

The CuarrMan. You are fearful a merchant might be having a sale 
at a particular time. Of course, the bill should and does cover 
exemptions. The President would have to write certain rulings and 
regulations in it. If we could get you people interested in it, we could 
possibly write some language in this bill to take care of it. We find 
business comes in here and shakes its head and says, ‘‘No, no, no; we 
don’t under any circumstances want this.”’ 

Mr. Jones. The retail industry will discuss and study this whole 
problem with this committee from now on. We still say, do not 
formalize legislation in this kind of atmosphere. 

The CuarrMan. I know that is your position. 

Senator GotpwaTErR. I would like to point out there is a specific 
danger in this type of legislation. It is not the fear of being frozen 
at a certain price. It is the fear of escalator clauses in all of our 
contracts. We find that today in buying, even as close as we are 
to the abolishment of controls, there are escalator clauses in nearly 
every contract that you let. I will repeat what I said the other day, 
that when General Motors wrote that escalator clause in their wage 
contract they did a great disservice to the free economy of this country. 

When you make it possible for any manufacturer to say to a buyer, 
“T will sell it to you at this price today, but I want to put this pro- 
vision in to protect me. I might have to charge you $2 more or $3 
more in case the President calls an emergency.”’ 

That, believe me, whether you like to believe it or not, will be in 
every contract that is written. And you as a manufacturer of tele- 
vision and radio sets will buy your cabinet wood that way, your tubes 
that way; everybody will buy that way. 

The CHarrMan. Will the Senator yield? Every big contract that 
the Government puts out with a prime contractor, the great bulk of 
them have escalator clauses in them now saying that if the prices, 
wages, and materials go up, they have the right to charge a higher 
price. That is in all your big prime contracts now. 

Senator GoLpwaTerR. Mr. Chairman, that is not a safe thing. 
It is not a wise thing to have in our free economy. 

The CHarrMan. It is in all the contracts. 

Senator GoLpwaTerR. I know. But that does not excuse the 
good judgment in it. They should not be. Our economy should 
be that you buy something from this gentleman for $5, and that 
is the agreed price on it this minute, and that is the price at which 
it is delivered. Not with a lot of if’s, and’s and but’s that are put 
in there because they say that we do not know what the Govern- 
ment is going to do or what legislation there will be. 

I would like to get back to this thing, the pensioner, the fixed- 
income person. Certainly that class of person is harder hit today 
than any other class of person in the country. What is the fault? 
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What is the reason for this? It is not prices being up, as the first 
reason. ‘The first reason is a devaluated dollar. It is inflation. 
Prices are high, not because prices went up, but because of inflation. 

It seems to me, and I would like to ask Mr. Jones this question, 
that if we are going to attempt to do for the people of this country 
what your legislation professes it desires to do, namely, control 
the cost of living during periods of emergency, control prices during 
a period of emergency, should we not be realistic about this thing 
and attack the root of the evil, which is inflation? Do you believe 
that, Mr. Jones? 

Mr. Jonrs. Yes, I stated a few minutes ago that in our judgment 
price control should never be resorted to until the full value and 
effect of the indirect controls, taxation, fiscal and monetary policies 
of all kinds have been exhausted. 

1 think there is enough room for most emergencies in that type of 
thing to take care of this threat of rising price level. 

| would like to make the point again, a variation of price level alone 
is never a justification for putting shackles on this economy by itself. 

Senator GoLtpwarer. Is it not really the result of inflation? | 
want again to clarify my position there. We have inflation every day 
regardless of what anybody does about it, by about 3 percent a year, 
and we adjust for it in prices and in our money. During this last 
war, World War II], and during the present war—I do not know if 
you have studied this enough to form an opinion, but if you have I 
would like an expression from you—do you think that if we had tax 
laws that really were aimed at draining off the excess money, we would 
have prevented inflation or controlled inflation? 

Mr. Jones. I would say it would have helped, but 1 would not 
undertake to say you could do it by taxation alone. 

Senator GoLpwaterR. That would be one of the indirect controls we 
have talked about. The suggestion was made here the other day, 
and I believe the complete testimony is incorporated in the record, 
of the indirect controls that we could try. Speaking as a businessman, 
my criticism of the efforts of Government during this last emergency 
was that they were not directed at the sources of inflation. They 
were directed at the result of inflation. You cannot cure a headache 
by cutting your toenails. 

Ll am going to keep injecting that with the idea that what we might 
eventually do, if we take any action, is to make recommendations to 
the Congress that proper indirect controls be used on our economy. 
It might be all the time. But certainly in times of abnormally high 
income, the income above a usable peak should be drained off. 1 do 
not think our tax laws, as tough as they were, were tough enough in 
the last emergency. 

The CHarrMan. There is no question but if you tax the people, take 
every dollar they make away from them, except the bare necessities of 
life and leave nothing for them to buy automobiles, clothing, or other 
things, you certainly can reduce the demand or the possibility of the 
people buying anything to the point where you can keep the prices 
down. 

Senator Gotpwater. That is not the theory at all. You miscon- 
construe my remarks. 

The CuarrMan. I did not intend to. 
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Senator Go_pwarter. I do not intend to imply that the people 
should be taxed to the degree of poorness. I suggest that tax laws 
be enacted in emergencies that will drain off the income from indi- 
viduals and the income from corporations that have incomes far, far 
in excess of normal. 

You can have nothing, Mr. Chairman, but high prices. If your 
income today were tripled or doubled, you would go out and spent it. 
You would save some of it, but you would go out and spend a sizable 
portion of it and you would be contributing to inflation. 

Mr. Jongs. Not necessarily. 

Senator GotpwaTrrR. Every person in this country who made 
money above their norm, all of a sudden, contributed to inflation in 
this country. And prices are only the result of that. Prices did not 
cause that. They are just the result. 

That is what I get back to. If we want to control this thing, let 
us talk more about the causes of high prices and the causes of infla- 
tion and do something about that, rather than say, ‘Well, we have 
high prices. We can control them,” because it certainly did not work. 

The CuarrMan. I could agree with the Senator 100 percent, except 
in the case of a grave emergency where the Government is taking 
anywhere from 30 percent up of the national product. Then I do 
not think indirect controls will work and do the job entirely. I think 
they will help. 

Senator Gotpwater. Mr. Chairman, it is the only situation in the 
history of this country’s economy when indirect controls really will 
work. 

I will recall to you once again that President Roosevelt, at the start 
of the last war, made remarks that would indicate he was going to do 
something about that, and the country applauded him, but nothing 
was done about it. As a result, we had undue inflation. The only 
time I would recommend indirect controls would be in a period of 
war where you are spending money through the Government in ab- 
normally high amounts. There have to be increases in income with 
all classes of people and that money has to go someplace. 

The CuarrMan. I can agree with you, Senator. We have to be 
realistic. They did not do it. Prices are high today. 

Senator GoLpwaTer. I want to be realistic. Let us look at the 
cause and not the effect. 

The CuarrMan. I would like to put in the record that in World 
War II the control bill was introduced on August 1, 1941; the House 
terminated their hearings on October 23, 1941; and the bill was passed 
in January 1942. 

Senator SPARKMAN. It was signed into law in January? 

The CuarrMANn. Yes. 

Senator Ronertson. I would like to make a brief comment on 
Mrs. Jones’ suggestion about a dire emergency. I am convinced 
that every committee that starts hearings of this type should bear in 
mind Voltaire’s statement that the adjective is the enemy of the 
noun. We wrestled one whole night in committee on such a thing, 
I asked the expert to take out some of the adjectives. He did a 
pretty good job, but I put an adverb in there that was an enemy of 
the verb, and we had to take it out. 

When Secretary Benson made his first farm speech in Minnesota, 
he used the word “insurance” as a noun. Nothing happened until 
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he put in the word, the adjective, ‘disaster,’ and then they said to 
him, “You want us to go broke and then after that you will do some- 
thing for us.’’ 

You would not ask us to get into that fix and have us put “dire” 
ahead of ‘“emergency”’ and then guess how far dire goes and how many 
people have to be priced out of the market before some action should 
be taken. Do you not think, as far as possible, we should stick to 
the nouns? 

The CuarrMan. Are there any other questions, Senator Bennett? 

Senator Bennetr. You have read into the record how long it took 
to pass legislation in World War II, and we know they got it passed 
a little faster during the Korean experience. 

There are two bills before us, one of which proposes rather intricate 
legislation. The other proposes a wage and price freeze. Do you 
believe it would take months and months for Congress, after an 
emergency, without an adjective, if that were necessary, to pass the 
simple bill freezing the economy for the 30, 60, or 90 days? 

Mr. Jonns. I have said in my testimony a little earlier, the type 
of emergency I would consider to be grounds for consideration of 
controls, but that I thought in that kind of a situation, in 36 hours 
this Congress could act, and in a number of directions. It could 
freeze the economy and then move to the implementation of that 
freeze and the substitution of workable regulations. 

Senator Bennett. In asking the question I am not deserting my 
position, which is in opposition to a freeze. I think Congress can 
do it and do it quickly, quickly enough to meet the situation.» I do 
not think we need to give the Pr esident the power. If Congress 
reserves that task until the time of emergency, the psychological 
factors to which you object would not be present? 

Mr. Jones. That is right. 

Senator Rospertson. May I make a comment off the record? 

The CHarrMan. Yes. 

(Discussion off the record.) 

The CuarrMan. You say the psychological effect would not. You 
admit the Congress would have bo do it if you got into the emergency 
and you admit that an emergency might well exist. What is the 
difference in the psychological ‘effect? 

Mr. Jones. There is not any emergency now that would justify 
that action. 

The Cuarrman. Of course, there is not. We are all agreed on 
that. 

Mr. Jones. Second, I think when you formalize something like 
this, looking to a possible future emergency, you create some “other 
emergencies in various directions. 

The Caarrman. As one businessman, I would like to know that 
it isnot going tohappen. I would like to act that quickly. 

Mr. Jones. I think this Congress can act that quickly, providing 
it is serious enough to justify the action. 

The CuarrmMan. Maybe if we do not get this legislation at least 
we will create an atmosphere here where if we do get into this emer- 
gency Congress will act. Maybe we will do some good. Thank you 
very much, Mr. Jones. 

Mr. Gilbert L. Ward, speaking on behalf of the National Retail 
Dry Goods Association, is our next witness. | understand, Mr. Ward, 
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that the statement you sent down was lost. We will see that one is 
printed in the record. 


STATEMENT OF GILBERT L. WARD, THE NATIONAL RETAIL DRY 
GOODS ASSOCIATION 


Mr. Warp. Perhaps I should be testifying before the Post Office 
Committee. Copies of this testimony were mailed last Thursday 
by parcel post, special delivery, and they are not here vet. 

My name is Gilbert L. Ward. I am associated with S. H. Kress & 
Co., operator of retail stores in 29 States and the Territory of Hawaii. 
[ appear here today on behalf of the National Retail Dry Goods 
Association representing some 7,500 department, specialty, and 
chainstores located in the 48 States, the Territories, and the District 
of Columbia. The total annual dollar volume of sales at retail of 
the assocjation’s membership exceeds $10 billion. 

I —_ ‘late this opportunity to appear before the committee. 
Actually it is my third appearance in as many years on the subject 
of sem for it was my privilege to present to this committee the 
views of the NRDGA concerning the extension of the Defense Pro- 
duction Act in 1951 and 1952 

I have listened to some of the testimony today and I think it might 
be a good idea before I go into detail to give you a definition of the 
noun that Senator Robertson brought up. My idea of an emergency 
requiring consideration of controls would be either an attack or a 
declaration of war by a major power. 

As for the time that Congress might need, this country was founded 
in an emergency. I think that Americans operate, think better, and 
accomplish more under stress and pressure. I think that the Congress 
is competent to take rapid action if any emergency of this nature 
confronts us. 

Now, as on both those occasions, the greatest concern of retailers 
is the preservation of this Nation and its economy. However, today 
we find that the stress and strain in the economy have eased consid- 
erably so that we can objectively appraise the future without the 
adverse influence of the hysteria which generally sweeps the Nation 
during a crisis. And it is in that vein that I present the association’s 
position on standby controls, which is, that the NRDGA is opposed 
to any form of standby authority for the imposition of direct controls. 

Of course, we recognize that the Korean war continues, and that 
continuing international uncertainties require a high level of defense 
activity. Nonetheless, we also know that our productive capacity 
and ingenuity have met the test in the past and to such an extent 
following the Korean outbreak that today, in the midst of that war, 
we are more concerned with a downtrend than with inflation. And 
looking back over the 2% years of the Korean period, we wonder 
today whether there ever was a need for all-out direct controls. 

Today, we are confronted with a fear of the future—and along 
with it comes that urge to provide a “new’’ cure-all—the unrestricted 
authority vested in one man to impose direct all-out controls over 
the economy whenever “the exercise of * * * such authority is 
necessary in the interest of national security er economic stability” 
or “in the event a war exists.”’ 
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NRDGA has in the past, and continues to endorse the principle 
that it is detrimental to the economy to permit immediate recourse 
to direct controls whenever the Nation is threatened. We have 
steadfastly and vigorously opposed direct controls except in a dire 
national emergency, and as | shall point out later, even then direct 
controls to be effective must be only a part of an over-all program 
employing time-tested fiscal measures. 

We elieve that in our expanding economy, control machinery en- 
acted iow would fail to fit conditions at some indefinite future time. 
Supply and demand in today’s market places have reached a balance 
eliminating the need for controls. Experiency shows that the ready 
availability of the machinery for controls is always a strong tempta- 
tion to use it as an easy way out. History demonstrates conclusively 
that controls have served political expedience rather than economic 
necessity, and providing stand-by controls at this time would con- 
tinue the concept of government by emergency which indicates an 
inability to cope with today’s problems except by emergency measures 

Yet, the contrary is true, for the new administration has already 
demonstrated effectively its ability to meet the possibility of further 
inflation by the effective use of sound fiseal polic ‘les. 

The CaarrmMan. Will you tell us what they are? 

Mr. Warp. I have been listening to some strange sounds from 
Gove rmment peop le in talking about economy in Government. 

The Cuarrman. Let us put in the record the steps that they have 
taken. 

Mr. Warp. That comes later. 

The CHarrMaNn. The steps that the present administration have 
taken. 

Mr. Warp. Do you want me to read them now? 

The Crarrman. If vou have them later, it is all mght. I am 
interested. 

Mr. Warp. A move that should have been instituted in 1950 has 
now taken hold and we find a tighter money situation existing today 
than has existed for many vears. ‘Today the Federal Reserve and the 
Treasury are cooperating fully in an important anti-inflation meas- 
ure—higher interest rates, tougher lending policies and more costly 
borrowing. As one financial writer put it, ‘It’s traditional, orthodox 
anti-inflation control via restrictions on money and credit.” 

It’s a principle, among others, urged by NRDGA and a great 
najority of economists, when the threatened inflation of 1950 first 
reared its ugly head. Yet, what happened—we turned instead to 
direct controls, which proved meaningless and ineffective without the 
more important and more effective indirect measures. 

Today, as in 1950, NRDGA urges that in the event of an inflationary 
threat, whether as a result of international conflict or other emergency, 
the principal economic attack on inflation must use fully the tested 
indirect measures, and not depend on the nebulous, questionable, 
ineffective headline appealing direct controls. 

As others may have pointed out, we believe that the following 
measures will sop up the excess demand which characterizes a threat 
of a ition and hit hard at the breeding ground of inflation: 

A pay-as-we-go fiscal policy alined with a tax program which 
Ww i effectively reduce consumer spending, without increasing the total 
tax burden. 
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2. General fiscal controls, such as higher interest rates and curtailed 
Federal Reserve support of the Government bond market. As was 
pointedly stressed by Senator Paul H. Douglas early in 1952, the 
Government’s fiscal policies following Korea instead of curbing infla- 
tion, have been the chief cause of inflation. 

Reduction in the nondefense expenditures of Government at the 
National, State and local levels. Such a program should provide for 
maximum economy in all Government expenditures and should elimi- 
nate not only unnecessary Government purchasing but also wasteful 
duplication. 

4. A sound and effective program for promoting voluntary saving. 
Individual savings should be stimulated, for funds saved, instead of 
being used to bid up prices on available supplies, can be an effective 
brake on inflation. Any approach to the problem of arresting inflation 
necessitates creating a state of mind conducive to a high degree of 
savings. People will save when they have confidence that Government 
is taking all appropriate steps to maintain the value of the dollar. 

All possible encouragement to increased output. Maximum 
production and employment should be stimulated at all times, for our 
true strength lies in our capacity to produce and it is therefore im- 
portant that we give emphasis to a comprehensive, vigorous and 
farsighted effort to expand that capacity. 

As a matter of fact, if our industrial capacity had not been so com- 
pletely underestimated at the time of the Korean eruption, and we had 
applied the measures recommended above, I think we could have 
avoided direct controls. 

In the words of Prime Minister St. Laurent of Canada on the 
question of controls, when they were considering them, we do not 
believe that we should have “shadow boxing for applause.” We see 
no valid or psychological reasons for standby authority on direct 
controls. We doubt that direct controls would ever be necessary if 
the indirect measures noted above were diligently and effectively 
applied. 

| have implied that direct controls do not work. There is only one 
reason and that is in all cases in history where they have been applied 
it has been because indirect controls have not been used. If standby 
control machinery is handy the temptation to use it is overwhelming 
and in its use the controlling agency always indulges in practices that 
force costly dislocations and inequitable distribution. 

If we were testifying for standby controls it would be difficult if not 
impossible to conscientiously make recommendations regarding the 
specific content of such legislation. 

Most businessmen will, of course, attempt to make price controls 
work when controls are deemed necessary. It is certain that as time 
goes on, the willingness to cooperate with arbitrary and often unrea- 
sonable bureaucratic regulations is likely to slacken. Direct price 
regulation, at best, is a stopgap. It is an illusion to assume that it is 
a cure for inflation. The contemplation of direct controls must not 
lead us to disregard the real causes of inflation and the remedies that 
must be applied. 

A Federal Reserve Board survey of consumer expectations suggests 
we face the prospect of a decrease of demand rather than supply. 
Inventory buving continues on a hand-to-mouth basis and that is a 
fair indicator of business expectations as to futuresupply. With the fear 
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element dormant and with defense requiring only about 15 percent of 
production the current situation is comparable to full employment in 
peacetime. For this reason there is no reason for standby controls. 
We are in danger of institutionalizing controls. This country was 
founded in crisis and emergency and we should face any future crisis 
or emergency with courage and belief in our free-enterprise system. 
We can get ourselves into a numbed state of mind that direct controls 
are always available. 

If we have standby controls there may be a reluctance to lower 
prices lest the lower price be frozen as the new ceiling price. Betore 
setting up standby controls there should be positive and absolute 
evidence of their need. 

Markets always have bulges and declines. Why not give the bulges 
a chance to work themselves out just as at any other level. 

We need more experience with a high-employment economy. To 
obtain this experience, we must give the market a chance to develop 
the needed discipline or discrimination. 

The recognition that control machinery exists makes us lean on 
political methods for price and wage discrimination. 

Part of the reason for price control at any given time is the decision 
that we cannot afford to let the market carry out its functions. Do 
we believe that? Or that politics requires having controls?) Under 
controls the market is not a very good allocator of resources or a very 
equitable distributor of goods. 

Although not perfect a free market does a superlative job in allo- 
cating resources, which is very important in any emergency condition. 
It is one of the major wonders of the world. 

We may have an inflationary trend both in peace and war and the 
existence of direct price control machinery may cause us even. in peace 
to overlook the fact that the inflation is caused by the lack of indirect 
controls. 

If at any time we have an improper fiscal or banking policy we ought 
to change it and not re iy on direct controls to do the impossible. You 
cannot have an effective stabilization program unless you have gen- 
eral acceptance of it. 

There is a growing understanding among businessmen and econo- 
mists concerning the causes of this inflation, particularly as to the 
inflationary effect of wage increases unaccompanied by increases in 
productivity. Although the number who understand this is in the 
minority, the prospects of the growth of this understanding seems 
promising. 

There is a better public understanding of the latest inflation and its 
causes than appears to have been the case in any preceding inflationary 
period. The public is beginning to look upon the inflation, as it looks 
upon the Communists, a deadly enemy to our American way of life. 
It may be anticipated that there will be a growing public impatience 
with those who contribute to or even allow themselves to drift along 
with further inflation. Businessmen, labor leaders, and people in the 
Government are likely to be called upon soon to take a position for 
indirect controls on this issue. 

There is, I believe, an increasing number within the ranks of organ- 
ized labor who are seriously questioning whether the increases in wage 
rates obtained in recent years, and still being demanded, unaccom- 
panied by increases in productivity, are really worth anything. The 
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growing question on this subject, as it has been on many other issues, 
is whether it is possible to get something for nothing. Apparently, 
there are a lot of people who are learning the hard way. 

Another hopeful aspect is that Congress is clearly becoming more 
economy-minded than it has been for many years. Government 
expenditures will certainly be more carefully checked and there will 
be less unproductive and wasteful expenditures than there have been 
for many years past. This is a prospect that is most encouraging. 

What about the operation of direct price control? Everyone who 
had experience with or observed the OPA during World War II or 
OPS more recently, must know how weak is a system of direct price 
control. The OPA for a time enjoyed the utmost cooperation from 
the great majority of businesses and consumers in this country. So 
long. as the war lasted, there was a strong patriotic urge to support 
the OPA. In spite of the effort and the cooperation, however, the 
regulations were never fully effective. When the war ended, the 
effort simply blew up. This has also been the experience in every 
other country where direct price control has been tried. At best, 
price regulation serves merely as a temporary check during a period 
of great stress. 

The blind faith that some people have in control is amazing. This 
faith is like the belief that many people seem to have favoring totali- 
tarianism. Such people do not trust others, nor themselves, to carry 
on their affairs in a normal and sensible manner. So they want a 
government to tell everybody what to do and what not to do. 

The gathering of sound forces and the formulation of constructive 
policies in the defense of the Nation against inflation unfortunately 
take time, but the rising tide of these forces, supported by citizens 
in every walk of life, could turn the tide. Here is a basis for hope. 
We must, I believe, dedicate our energies, with singleness of purpose 
to accomplish the elimination of all of the causes of inflation and in 
so doing save this country from destruction from within, in the same 
manner as our gallant military forces are defending our country 
from enemies without. We must not lose on either front. 

We must question seriously the advisability of attempting to legis- 
late now for some future contingency without the faintest notion of 
what those future conditions may be which in the opinion of the 
President or the Congress might dictate the need for direct controls. 
The tools of forecasting are mighty weak and it is fairly certain that a 
standby law today must of necessity deal with speculation and in- 
definiteness, to such a degree, that a complete rewriting would be 
mandatory before it could be effectively invoked. 

In closing, | would like to reiterate, direct controls are generally 
an indication of weakness, for at the most they can merely temporarily 
stall an economic surge which has gotten out of hand because of the 
failure to promptly apply the time-tested brakes—indirect controls. 

Thank you for the opportunity to appear here today. 

The Cuarrman. Are there any questions? Thank you very much. 

I would like to place in the record the statement of Mr. John D. 
Conner. 

(The statement referred to follows:) 
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STATEMENT OF JOHN D, CoNNBR, WASHINGTON CoUNSEL, NATIONAL SOYBEAN 
Pro« ESSORS ASSOCIATION 


SUMMARY OF ASSOCIATION’S POSITION 


1). The members of the association have not had an opportunity to express 
their opinion on the question of whether they believe the enactment of standby 
authority to control prices is necessary or desirable. However, the association has 
received communications from a number of members expressing substantial doubt 
on whether the enactment of such standby authority is necessary. Although the 
association takes no official position on this question the committee is requested to 
give careful consideration to this question and to recommend to the Senate the 
enactment of this legislation only if it determines that there is a compelling neces- 
sity for such legislation, 

(2) If the committee reports this legislation favorably, it is requested that an 
amendment be adopted to give the producer of agricultural products from which 
joint commodities are processed, and the processor of these joint commodities, the 
protection contemplated bv section 404 (b) of 8. 753 (corresponding with sec. 
402 (d) (3) of the Defense Production Act of 1950 The amendment requested is 
as follows: 

Amend section 404 (b) by adding at the end thereof the following additional 
proviso: 

** Provided, further, That no ceiling shall be established or maintained on a com- 
modity processed jointly with one or more other commodities from an agricultural 
product below a point which, together with the ceiling or the market price, if the 
market price is established at a level substantially lower than the ceiling, of such 
other joint commodity or commodities, will reflect to the producers of such agri- 
cultural product a price equal to the highest price therefor specified in this sub- 
section and a fair and equitable margin for processing the joint commodities.” 


STATEMENT ON POSITION ON STANDBY CONTROLS 


The association has not had an opportunity to request its membership to express 
an opinion on whether they believe the enactment of standby authority to control 


prices is necessary Accordingly, the association has not taken an official position 
on this question. However, the president of the association has received a number 


of communications from members of the association expressing’ substantial doubt 
on the question of whether the enactment of standby controls is necessary 

Soybean processors have operated under ceiling-price regulations for approx- 
imately the past 2 years. The economic maladjustments whieh have resulted 
from the ceiling-price regulations have created severe hardships and inequities 
This recent experience has again underlined the fact that the American economy is 
too complex to be equitably regulated by governmental order. We believe that 
this regulation should be undertaken only under the most compelling circumstances 

Although the association has not had an opportunity to take an official position 
on this question, we do urge the members of the committee to give careful con- 
sideration to the question of whether the enactment of standby legislation is 
essential 


EXPLANATION AND JUSTIFICATION OF PROPOSED AMENDMENT RELATING TO JOINT 
COMMODITIES 


Section 404 (b) of the proposed legislation relates to ceilings on agricultural 
products and commodities processed from agricultural products. This section 
is identical to section 402 (d) (3) of the Defense Production Act of 1950. The 
experience of soybean growers and soybean processors in operating under regula- 
tions promulgated under this section has sharply illustrated the necessity for a 
elarification of this section as it relates to ceilings on joint commodities processed 
from agricultural products 

This section is designed to protect primarily the producer of agricultural 
products. Its basic provision is that no ceiling price shall be established at a level 
which does not reflect to the agricultural producer a specified minimum price for 
the product produced by him. As a supplementary provision the section in addi- 
tion specifies that the ceilings shall also reflect to the processor of agricultural 
commodities a generally fair and equitable processing margin. We believe that 
Congress inserted this supplementary provision because experience under the 
equivalent section of the Emergency Price Control Act of 1942 showed that the 
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grower cannot receive the specified minimum price for his commodity unless the 
ceiling price on the processed commodity reflects to the processor a generally fair 
and equitable processing margin in addition to the minimum price to the grower. 

We believe that these provisions have operated in an equitable manner in the 
case of those agricultural products which are processed into only one primary 
commodity. Nevertheless, the experience of soybeans growers and processors 
during the past 2 years has shown that this congressional intent to provide the 
agricultural producer with a measure of protection can be entirely nullified in the 
case of an agricultural commodity from which joint products are processed. 

The commercial processing of soybeans results in two joint products, namely, 
soybean oil and soybean oi] meal. Each of these products has a specific place in 
our economy; the return from each makes a definite contribution to the value 
which the grower receives for his soybeans. 

The soybean grower can realize the minimum price specified by Congress only if 
the ceilings on both soybean oil and soybean oil meal are generally fair and equi- 
table and ia proper relationship to both the ceiling and the market price of the 
other. There is no standard in the present law or in the proposed bill to assure 
this equitable relationship between the ceilings on joint products. 

A brief review of the history of the ceilings which have been imposed on soy- 
beans, soybean oil, and soybean oil meal during the past 2 years will illustrate 
this point. During this entire time the ceiling on soybeans has been $3.23 per 
bushel at Illinois country points. The Administrator determined this to be the 
lowest price which would reflect the statutory minimum to the grower However, 
during this period of time the ceilings on the two joint products, soybean oil and 
soybean oil meal, have been placed at such unnatural levels both in relationship 
to the ceiling of the other and the relationship to the market price of the same 
commodity that the intended statutory protection to the soybean grower has been 
completely nullified. 

At the time ceilings were first imposed the ceiling on soybean oil meal was set 
at $74 per ton and the ceiling on soybean oil at 20.5 cents per pound. For a 
short time both of the joint products could be sold at the ceiling. The result was 
that these initial ceilings reflected the legal minimum price to the grower. How- 
ever, during the ensuing 2 years the ceilings on the joint products were changed 
to each of the following combinations: Meal, $81; oil, 16.5 cents. Meal, $81; 
oil, 20.5 cents. Meal, $81; oil ceiling of 20.5 cents suspended. Meal, $87; oil 
ceiling of 20.5 cents suspended. 

At the time when the ceiling price on oil was reduced from 20.5 cents per 
pound to 16.5 cents per pound and then again increased to 20.5 cents per pound 
presumably to increase the theoretical processing margin—the market price for 
soybean oil was between 9 and 10 cents per pound. The ceilings of 16.5 cents 
and 20.5 cents (at the time when the market was between 9 and 10 cents) also 
compared with a pre-Korean high of about 13.5 cents per pound. 

The result was that the soybean grower was not able to realize the minimum 
price for his soybeans because the ceiling on oil was placed at an abnormally 
high level, but one which was necessary if the Administrator was to make any 
pretense of attempting to meet the statutory criteria. 

The amendment which we propose would correct this situation. It would 
recognize the basic fact that if a grower is to realize the minimum price for his 
product the ceilings on the joint products must bear a reasonable relationship 
to each other. The consumer would still be protected to the extent that the 
ceilings on the joint products when considered together would be sufficient 
only to reflect the legal minimum to the grower and a fair and equitable pro- 
cessing margin to the processor. 

We recognize that at times this might result in a higher ceiling on one joint 
product than would otherwise be the case. Nevertheless, we believe this to 
be fair and equitable. It would not assure the grower that he would receive 
the legal minimum for his product. It would assure only that he would not 
be prevented from receiving that legal minimum by an arbitrary juggling of 
the ceiling on joint products. 


The CuarrMan. The next witness is Ray Cowperthwaite, who is 
appearing in behalf of the Cooperative Food Distributors of America. 
Mr. Cowperthwaite, you may proceed in your own way. 
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STATEMENT OF RAY COWPERTHWAITE, APPEARING ON BEHALF 
OF COOPERATIVE FOOD DISTRIBUTORS OF AMERICA 


Mr. Cowrrrtruwaite. Good morning, Senator. This is my first 
offense in anything like this. 

My name is Ray Cowperthwaite. My principal business is the 
operation of a retail food store, which I have owned for 14 years. In 
addition to my retail store, I operate a farm where I raise and feed 
cattle; also have a small slaughter plant, and a food-locker plant; but 
my principal business is running my store. For 5 months in 1951, I 
was food chief of the Northern Illinois District Office of OPS in Peoria. 
I might say that will justify my position in several places due to the 
fact that I have had experience. 

So far as I know, I am the only witness before this committee 
speaking for retail food stores. I appear here today on behalf of four 
retail food associations. ‘These are the National Association of Retail 
Grocers of the United States, of which I am a director; the Cooperative 
Food Distributors of America; the National Association of Food 
Chains; and the Super Market Institute, Inc. They have some over- 
lapping of members, but altogether have a combined membership of 
over 150,000 stores, accounting for 85 percent of all retail food sales 
volume. These organizations include independent, individually owned 
food stores; affiliated food stores which are also individually owned, 
but are gathered together for cooperative buying; supermarkets; and 
chain food stores. Although these different types of stores have to 
some extent differing problems, our price-control problems and our 
views toward them are similar. 

Gentlemen, we are here to oppose S. 753 and 8S. 1081. We believe 
that both of these proposals are detrimental to the best interests of the 
country—food producers, the entire food-processing and distributing 
system in the country, and last, but by no means least, the consumer. 

We oppose standby controls on principle. 

First, standby controls are unnecessary, and, we believe, would 
create more problems than they could correct. 

Second, both of these bills give to one man, the President, sole 
discretion as to when to pull the switch putting this $350 billion 
economy back under controls. The President has not requested this 
awesome authority and responsibility. No one man should be given 
such power. 

When the matter at issue is as important to the national existence 
as this, Congress should always retain the authority vested in it by 
the Constitution. For many years we have witnessed a constant 
and alarming buildup of the executive department over the legislative 
department. There should be a reversal of this dangerous trend. 

Writing a law now under which the Congress delegates to the 
President full powers to act in some future time is, we believe, unwise 
because it is impossible for anyone now to foresee the conditions 
which will exist in the future. This is legislating in a vacuum. We 
believe that the risk of wrong guesses now is far greater than the risk 
that Congress will be unable to act quickly enough. There are other 
obvious and deplorable implications in the concept that the first 
thing this free country needs to fight inflation is to lose its freedom. 
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Third, when we consider that we have been constantly in and out 
of “emergencies” for 20 years, the danger of delegating such broad 
powers in advance is emphasized. 

Fourth, standby controls are inflationary because they tend to 
curb productivity and push both wages and prices up. If a standby 
90-day freeze authority should be put on the statute books, rigidity 
will be i injected into every wage- and salary-bargaining table. Labor 
will feel it must protect itself, so as not to be caught with its wages 
down. And businessmen will be fearful to be aggressive and com- 
petitive because they, too, might get caught with their prices down. 
This is not the way to control inflation. The only conceivable result 
of standby controls would be decreased productivity, higher costs, and 
higher prices to consumers. And worst of all, buyers would stock up, 
causing shortages, dislocations, pressures, and further price increases. 

Fifth, if a war emergency should develop, that is the time we need 
our greatest productivity. Indirect controls will curb inflation with 
the least interference with productivity. Indirect controls, there- 
fore, should be used if the need arises. 

Sixth, what 5. 753 proposes is standby control agencies to make 
a continuing series of “dry runs” over the target of prices and wages. 
A somewhat similar organization is implicit in S. 1081. This is 
unnecessary, undesirable, and inflationary since it needlessly increases 
Government « expense by duplicating facilities which already exist, 
such as Bureau of Labor Statistics, Bureau of Agricultural Economies, 
National Security and Resources Board, the Department of Com- 
merce, and others. Moreover, it will perpetuate the control philos- 
ophy in Government and actually create a climate of fear that will 
unstabilize our economy. 

Observers, both in business and in Government, recognized that 
price controls have not worked successfully before, either in World 
War II or in the Korean conflict. Historians say they never have 
worked. 

The fact is that price controls do not prevent inflation. They either 
conceal inflation, which appears in the form of black-market prices, 
or they merely defer inflation. Price controls deal with symptoms 
and not causes. Another basic difficulty arises from the complexity 
of our economy. Price- and wage-control regulations are too com- 
plex, too complicated, too hard to understand, and too difficult to be 
administered successfully. And they are too complex to be applied 
by those against whom they are directed. 

Gentlemen, to support some of the statements I have made, permit 
me to review briefly our experience with food-price controls in two 
recent experiments. We do this simply to point out to you gentle- 
men that, even though you tried to provide for price controls giving 
fair and equitable treatment for the farmers of the country, for con- 
sumers, and for processors and distributors, these past efforts and 
devices have failed to accomplish these well-intentioned objectives. 

Food-price controls at the retail level are discriminatory, impracti- 
cal, and create more problems than they solve: 

(a) Food-price controls force changes in customary methods of 
operation. 

(b) Food-price controls create special problems of supply. 

(c) Food-price controls under both OPA and OPS failed to provide 
for regional and seasonal profit margins and pricing. 
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(d) Food-price controls have discriminated against products which 
offer consumers greatest values. 

(e) Store volume classifications are faulty in their basic concept, 
and are inconsistent with the varying conditions which exist. 

(f) Markup by categories denies retailers their historic margins. 

(g) Price controls hurt food consumers in many ways. For ex- 
ample, (1) they created regional shortages of certain items. Examples 
under OPS—potatoes and certain types of meat. I am sure every- 
body would like to forget the potato situation as it existed; (2) they 
created shortages and black markets of certain items where ceilings 
were too low, actually costing the public more money, not less, to get 
essential foods; (3) they forced retailers to change meat-trimming 
practices, so that consumers were denied the benefits of modern trim, 
which eliminates much fat and bone—in effect, raising edible meat 
prices instead of lowering them, and created a false impression. 

I have here documentary evidence sustaining these statements. In 
addition, I now ask permission to submit for the record another re- 
cently completed report, an analysis of the Grocery Margin Survey 
conducted by OPS for Ceiling Price Regulations 15 and 16, issued 
March 28, 1951. Gentlemen, this is the book. It was put out by 
the OPS. 

The CxHarrmMan. Without objection, that will be placed in the 
record at the conclusion of your oral statement. 

Mr. Cowprrtuwaite. This analysis was made by experts with 
high professional standing. It brings out very strikingly and con- 
vincingly 2 number of fatal defects in the OPS food regulations. The 
analysis shows: 

1. Retail markups allowed by recent grocery price regulations were 
too low by pre-Korean standards. 

2. OPS did not adequately recognize markup differences between 
items and between trading areas. 

3. No sllowances were made for retailers doing their own warehous- 
ing. 

Wide variations in pre-Korean markups were disclosed by the sur- 
vey. The committee of statisticians regarded such variations as 
essential to the low cost food retailing which Americans have enjoyed 
and have a right to expect. The system of OPS markups impaired 
retail profits and disrupted distribution, without curbing the level of 
prices. This actually hurt the public. 

I have attempted to cover briefly today only a few of the more 
significant phases of price controls, affecting food production and dis- 
tribution—from farm to table; and to give you the views of the 
retail food store operators on the fundamental principles necessarily 
involved in considering these two bills. 

Gentlemen, I think its a good idea for the Government to unlock 
the people, and prove that we are not afraid of freedom in this country ; 
prove to the world that we don’t need the shackles of Government to 
produce, and defend, and improve our high standard of living—both 
spiritual and material. I think its a good idea for us to try freedom. 

Gentlemen, just consider for a moment the progress we have made 
in this food industry when we were allowed our freedom and were 
permitted to go forward. Think a few years back of the grocery 
stores where your wives bought their food, and compare them with 
the beautiful stores of today stocked with thousands of items from all 
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over the country where you can get everything the year around—and 
this service is provided at the lowest net profit of any business you 
know of. This food-distribution system amazes everyone who comes 
to America from other countries. 

The food business has had experience recently trying to operate 
under a pattern of regulations developed several years prev iously. 
This is a fast changing business. It has been revolutionized in my 
short 14 years experience, and I expect equally great changes in the 
next 14 years. 

The greatest change in the retail food business came during the 5 
years between 1946 and 1951. Yet OPS regulations were ge ared to 
1940-41 food industry practices. If we try to prepare controls now, 
for use sometime in the future, we not only stop progress when such 
controls are applied, but of necessity we set industry back several 
years. While this hangs over us, this is not in the public interest. 
Gentlemen, I thank you. 

The Cuatrmsn. | gather you are against standby controls. 

Mr. Cowrrrtuwaire. | am against standby controls, Senator. 

The CaarrMan. Let me ask you this: If we should get into a big 
emergency which would take 30 to 50 percent of our national product, 
would you feel then that we would have to have price, wage, and rent 
controls? 

Mr. Cowprrruwairte. I can agree with the man that came before 
me. He said it would take 36 hours for the Senate to pass a bill that 
would enable the President to freeze the economy. I think it could 
be 24. 

The CHarrman. Will you please answer my question? Do you 
think if we got into a big emergency where the Government was going 
to take 30 to 50 percent of our national product, in World War Il 
I think the Government took 45 percent, do you think then we would 
have to have wage, price and rent controls? 

Mr. Cowrrertuwairte. I would be against it until the emergency 
happens. 

The Cuarrman. If the emergency happened, do you think we would 
have to have price, wage and rent controls? 

Mr. Cowrrrtuwairte. I think it is possible, when the emergency 
happens. 

The CHarrman. You think we would have to have them under 
those circumstances? 

Mr. Cowprerruwarte. Under those circumstances, not before. 

The CuarrmMan. But you are against preparing for it in advance? 

Mr. Cowrrrtuwaite. I am against preparing for it because, as I 
told you, I have worked in OPS. We waded through such a stack of 
regulations that no human being could ever figure out just exactly 
what we were doing. 

The CuarrmMan. Are you not making the best argument that could 
possibly be made for preparing in advance and eliminating all these 
bad regulations you do not like, all these practices you do not like? 

Mr. Cowrertuwarre. It depends a lot on the-——— 

The CuarrmMan. You made a great case here against the way OPS 
operated, and a great case against their rules and regulations. 

If you admit that we might have an emergenc vy some day that we 
would be justified in having price, wage, and rent controls for, why 
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are you not interested in now correcting all of the things that you 
complain about? ; ' 

Mr. Cowperruwaire. Personally; I would like to see, if at any 
time the emergency does happen, the controls are written by the 
industry people. 

The CHarrkMaAn. Exactly. 

Mr. Cowrerruwatre. Heretofore, they have no been written by 
them. ; 

The CHairnmMan. That is the purpose of the legislation, to be pre- 
pared for an emergency, which you admit if it happens, we will have 
to have price, wage, and rent controls, and to eliminate all of the 
things that you complain about under the former OPA oe OPS. 

Mr. Cowrertuwaite. Who has any idea? Do you Senators have 
any idea at the present time under what we might act? OPA was 
written in 1941. OPS was a continuation of OPA. All the bad things 
were left in it. 

The CuarrMaAn. That is what we are trying to eliminate. 

Mr. Cowpertuwaire. I do not believe that the bill the Senator 
presented—I am sincere in thinking that not one man in any industry 
was consulted about that bill. 

The CuatrMan. Which bill? 

Mr. Cowpertuwaire. The bill we are now working on today. 

The CHarrRMAN. I am sure that is true. 

Mr. Cowprertuwaite. There was no industry asked to assist in 
the writing of that bill to make it workable. 

The CuarrMan. The purpose of the hearings, of course, is to perfect 
a bill and give you people in the field an opportunity to offer amend- 
ments. I know of no other method of handling it except to introduce 
a bill and ask you people to testify and offer amendments and give 
your opinions on it. That is exactly what we are doing in ‘this 
instance. 

Mr. Cowrrrtuwaitre. I would like to go back to the control bill, 
when OPS was written. It was written after the outbreak of the 
Korean situation. It took 3 months of haggling to write it, due to the 
fact that it was loaded up with this and that. Then the President 
had it where he could use it and he did not use it until it got out of 
hand. 

The food merchants were in horrible condition. Then, when they 
put it in effect, after the prices had gone up— 

The CrarrMan. That is what we are trying to avoid if we have 
another big emergency. 

Mr. Cowrrertuwaite. I do not think so. A man would have to 
wade through this bill to find out where his position was. I am like 
the man ahead of me. I think if we have an emergency, that in 24 
hours an airplane will get the Senators from (¢ ‘alifornia to Washington 
and they can pass a bill in 100 words that will freeze the economy of 
the country. Then you would have time to write the right kind of 
bill. I do not run my grocery store on 1950 practices. 

The Cuatrman. That is what S. 1081 does, except it gives the 
President the right to do it, and he can call the Congress into session 
to decide it. 

Under S. 1081 it would work like this: The President would freeze 
it and then Congress would go into session and decide what they 
wanted to do. Congress might say, ‘“‘Well, there is no big emergency 
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in the making,’ and therefore by concurrent resolution they might 
immediately stop the freeze that the President put into effect. to 
within 10 days. 

Congress might come to the conclusion that the situation could be 
handled by indirect controls and price, wage, and rent controls were 
not needed and, if they did, they would so order the President to 
do that. 

The Congress might decide that price, wage, and rent controls 
were needed for a period of, say, 6 months, and they might pass 
such legislation. But Congress reserves the right under this legis- 
lation to decide what will and will not be done other than the initial 
freeze. 

Mr. CowPertTuwairte. Senator, I represent the little people of the 
country. I am a grocer in a small town. When the people of my 
hometown understood I was coming to combat the thing, they 
asked me, “Can you find out anything about what happened to the 
cattle business?” 

I am from the cattle country. The things I put out are my associ- 
ation ideas, my ideas, and they are bac ked up by the big people who 
sit at my right and left. 

The CuatrmMan. The chain organization had you, the little fellow, 
testify? 

Mr. CowrertuwaitTe. No, sir. They concur in our thoughts. 

The CuatrMan. I know all the tricks. 

Mr. CowpertuwaitTe. They did not— 

The Cuartrman. There is nothing wrong with it, except we just 
do not like to be fooled. 

Mr. Cowrertuwaite. The two men previous to me are very fine 
people. They represent the larger interests. I have the feeling of the 
little people. I know that they do not want control. The little 
farmer does not want controls. 

The Cuarrman. I do not want controls. Nobody wants controls 
unless there is an emergency that absolutely 100 percent warrants it. 
Then, knowing that you are going to get them, my position is you 
ought to prepare for them. You people seem to feel differently 
about it. 

Mr. Cowrertuwalite. We have had two experiences of preparation 
in advance. When OPS regulations were written, we furnished the 
finest talent in our industry to assist. There was a continual battle 
to get the regulations of OPS handled in the manner that would suit 
the industry. Finally all of our people gave up in disgust and went 
home. 

I left my store for 5 months with a mission to accomplish. 

The CuarrMan. That is exactly what we are trying to avoid, if we 
can. But you gentlemen will not even join with us in trying to avoid 
that which was a failure in the past by preparing for the future and 
preparing for an emergency. 

Mr. Cowrrrtuwaire. Would you not consider this might be a 
repetition of the same thing that we have had two runs on? 

The Cuarrman. I am just as certain as I am sitting here it will be 
if you wait until the emergency strikes and then the Congress proceeds 
to write legislation. It will be. It will be a 100- -percent repetition of 
what you have gone through, unless you, in my opinion, prepare now. 
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Mr. CowpertTHwaite. You give us a short bill when that time 
comes that has 100 words in it that everybody understands and our 
industry and the industry all over the country will have people here to 
help you write the legislation when it is necessary to do it. 

The Cuarrman, How long do you think it will take? 

Mr. Cowrerruwarre. It will not take as long as it takes to wade 
through what we have had in the past. 

The CuarrMan. Do you think the Congress could write the legis- 
lation of which you are thinking about in less than 60 days? 

Mr. Cowrertuwaire. The short bill, the sudden freeze, the bill 
that the man ahead of me spoke of. 

You give the President the authority. We gave the President that 
authority in the Korean situation. He took 3 months. We were 
jockeying for position. We were trying to defend ourselves. What 
happened in my instance? 1] was caught and had to sell coffee for a 
nickel less than I paid for it because I was treating the public right. 
The man across the street from me, which happened to be a national 
chain, was caught with a little higher ceiling. 

The CHarrMAN. That is what made the Capehart amendment 
necessary, to take care of just such situations as you describe. 

Mr. Cowrertuwaire. But as it finally ended up, it took us months 
and months to find out that it did not apply to retailers. 

The CuarrMan. Gentlemen, that is what we are trying to avoid by 
preparing for the future. 

Mr. Cowrrertuwatre. We do not believe it will ever be avoided. 
I tried to read that bill this morning on the train. I waded through 
it, and I still don’t know what it is all about. 

Mr. CuarrMan. You think this Congress ought to give the President 
the right in the case of an emergency to freeze prices, wages, and rent 
controls right across the board, and then call Congress in to a special 
session to enact whatever legislation the Congress feels should be 
enacted? 

Mr. Cowpertuwaire. I do not. My industry does not. 

The CuarrmMan. You want to wait until the emergency strikes and 
then have Congress act? 

Mr. Cowpertuwalrte. That is right. 

The CuarrMan. You do not want to give the President the power 
to act in advance? 

Mr. Cowrrertuwaite. No. I do not think one man should have 
the authority to put some ‘thing on the industry to that effect. 

The CHairMAN. That is your position. The advantage in having 
the President do it is that you avoid that period of time in which, in 
my opinion, prices and wages and rents will get completely out of hand. 
Then you will have just what you had heretofore. You will have some 
of the prices way up here, and then the Congress will pass legislation 
and you will go through exactly what you went through in the past. 

Mr. Cowrertuwalite. My industry still thinks it could be done in 
24 hours with a freeze bill of 100 words. 

The CHarrman. Of course. 

Mr. Cowrertuwaite. Then why saddle us with all of this? 

‘The CuarrMAn. The question is, Will they do it? 

Mr. Cowrertuwaire. Yes. I walked off and left one grocery store 
to go to war and came fack and opened another one. My wife nearly 
went nuts trying to handle the regulations. 
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The CuarrMan. You are like many witnesses coming before us. 
Rather than talking to the subject matter, you talk about the ineffi- 
ciency of past OPS’s. 

We all admit that price and wage and rent controls are not needed 
at the moment. In fact, | voted against it last July. If Congress 
had followed my vote, we would have been rid of them last July. 
There is no relationship between price, wage, and rent controls at the 
moment with what we are talking about. What we are talking about 
is if we have an emergency should we prepare for it in advance? 

Mr. Cowrrerruwairte. It looks in my industry like it is the same 
thing over again. 

The CHarrMan. It will be if you gentlemen do no take an interest 
in it and help us prepare the right kind of legislation. 

Mr. Cowrertuwaire. We took an interest in OPS. We sent our 
people down and they worked on it, and what happened? The same 
thing that happened to me. Every time we did something some 
bureaucrat above us counted the house and if it was not politically 
expedient they did not do it. 

The CuarrMan. If we have another emergency and it is necessary 
to have price, wage, and rent controls, would you not like to have all 
that avoided that you complain about? 

Mr. Cowprerruwaire. I do not think any industry has any assur- 
ance that it will be avoided. 

The CHarrMan. Let us try to make an effort to avoid it. 

Mr. Cowpertruwaire. It is not customary for that to happen. 
Senator, let us put it this way: Suppose we went along with you and 
you set up this organization to put this thing over. Consequently, 
it is a dead issue. The people you staff it with want an assignment 
or something. The kind of people that you get in there are not 
aggressive. 

You get it staffed with that kind of people and then overnight it 
blooms. Who will be in charge? Those same little people. 

The CHarrMAN. That is what I want to avoid. If you wait until 
the emergency hits and the Congress under pressure writes rules and 
regulations into a law, you get bad rules and regulations. If the 
President must rush out overnight and get a head man and then 
regional directors and a staff of several hundred or several thousand, 
he gets the wrong kind of people. That has been my experience and 
my observation. 

Mr. Cowrertuwaire. That will happen again. 

The CHarrmMan. I am satisfied—maybe I am being a little con- 
ceited—that I could have run OPS and satisfied everybody in the 
United States with the proper flexibility to handle it. 

Mr. Cowrertruwaire. I do not think God Almighty could have 
done that. 

The CuarrmMan. Maybe I am wrong. I was dealing with them 
every day, as you know. I know how unreasonable they were in 
many respects. 

Mr. CowrrrtrHwalirTe. My experience with OPS is that the business- 
men as a whole try to go along with it until they tried to beat their 
brains out with regulations, whereupon they gave up and coasted. It 
was impossible. 

The CuarrMan. You and I are in 100-percent agreement except on 
1 point, and that is that I am just as satisfied as I am sitting here 
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that if you get into this big emergency the Congress will pass a price, 
wage, and rent control bill. Maybe they should not but they will, and 
I want to prepare for it in advance. That is the only thing. That is 
the only point of difference between you and me, and you do not want 
to do anything about it. 

Mr. Cowperruwaite. We are still unequivocally against price 
control. 

The Cuarrman. I think now you are being frank and honest. You 
do not want it under any circumstances? 

Mr. Cowprrtuwaire. No. 

The CuHarrMan. Not even in a big war? 

Mr. Cowrertruwaite. No, sir. 

The Cuarrman. I think 

Mr. Cowrrertruwaire. We will sit down with you then and have 
something that will work. 

The CHarrmMan. You are perfectly frank and honest. You are 
against it, in wartime, in peacetime, or 

Mr. Cowrrertruwaitr. Not when the big emergency hits. We 
will have a different attitude than we have at the present time. 

The CuarrMan. You do not tbink then— 

Mr. Cowprertuwaitr. Why regiment us? 

The CuHarrMan. That in the 30-day period, the 60-day period, the 
prices might get away from you? 

Mr. Cowprrtuwaitr. Why drive us into the ground like England 
and France by being regimented? Now we are bringing them over 
to this country and paying them 20 bucks a day to teach them how 
to run grocery stores. 

The CuarrMan. We are just talking about an emergency in which 
you, yourself, admit you would have to have controls. 

Mr. Cowprertuwalite. We are still against it. 

The CuHarrMan. Of course you are against it. And you make that 
argument here. I am just as opposed to price, wage, and rent con- 
trols as you are, in peacetime, of course. In part of your statement 
you talk about how wonderful the stores are today, that the food is 
selling at less cost to the public, and under controls you did it. 

Mr. Cowrerruwairte. We did it between 1946 and 1951. That 
was when the biggest progress was made, and there were no controls. 

The CuarrMan. And today we have the greatest production in the 
history of the Nation and have the highest prices. The reason we 
have the highest prices is because our costs are the highest. It is 
impossible to bring these prices down because the costs are so high. 

Mr. Cowrerruwaite. Under the threat of controls- 

The CuarrMan. Let me say to you that the percentage of profit 
that bus‘ness is making today—I am speaking of the percentage, not 
dollars—is the least in the history of the Nation. 

It is hard to bring them down. It is hard to bring prices down be- 
cause your percentage of profit is so small because your costs are so 
high. Every man’s selling price is another man’s cost price. So all 
we are trying to do here, and maybe we are wrong about is, is to pre- 
pare for an emergency. 

Mr. Cowrrrtuwaite. Every time you threaten them with con- 
trols, or are threatened with anything, the prices went up. 

The CuarrMan. We are not threatening them with controls. In 
other words, this whole business would not go into effect unless it was 
so obvious to every man in America that it would be necessary. 
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Mr. Cowpzrruwaire. Would the Senator be interested in any 
proven fact that prices have not changed since controls went off? 

The CHarrman. I know that. I am for taking controls off at the 
moment. You do not argue that with me. I voted to take them off 
last July. You are arguing with the wrong fellow. 

I think if we had had a freeze bill in effect when the Korean war 
broke out and had used it for 60 days we might not have needed any 
direct price, wage or rent controls at all because the people would 
have realized what kind of a war we were in and not needed it. 

You are in accordance on everything that you said here with me 
except——— 

Mr. Cowprrtruwaire. That I want the Congress to declare the 
emergency and you w ant the President to do it. 

The Cuarrman. Yes. I do not want that time lapse. 

Mr. Cowprrtuwaite. You and I have faith in the man in the 
White House, but in the future there might be a time when we would 
not have that confidence. 

The Cuarrman. The freeze only lasts for 90 days. I would just 
as soon make it 60. The law only lasts 90 days and then automatic rally 
expires. Furthermore, it only lasts during the duration of the Korean 
hostilities and then it automatically expires. I feel that as long as 
we are at war ip Korea we may get into a bigger war. Furthermore, 
it is the responsibility of this committee to look into these things. 


We are giving everybody an opportunity to be heard and speak his 
piec C. 


Are there any questions? Thank you very much. 
(The report referred to by Mr. Cowperthwaite follows:) 


A REPORT OF THE INVESTIGATION AND EVALUATION OF THE PRE-KOREAN Foop 
Marcin Survey ConpvuctTep 1N 1952 sy OPS 


Submitted by: Paul D. Converse, professor of marketing, University of Illinois, 
representing Super Market Institute, Inc.; Warren N. Cordell, vice president, 
A.C. Nielsen Co., representing National Association of Retail Grocers of the 
Unites States; Paul A. Baumgart, manager, Economic Research Department 
Safeway Stores, Inc., representing National Association of Food Chains 

JANUARY 22, 1953. 

Mrs. R. M. KeEirer, 

Secretary, Nationa! Association of Retail Grocers of the United States, 
360 North Michigan Avenue, Chicago, Ill. 
Mr. Don Parsons, 
Executive Director, Super Market Institute, Inc 
500 North Dearborn Street, Chicago, Ill. 
Mr. Joun A. Loaan, 
President, National Association of Food Chains, 
726 Jackson Place, Washington, D. C. 


Dear Mapam AND GENTLEMEN: This is a report of our investigation and 
evaluation of the pre-Korean food margin survey conducted in 1952 by OPS. 

As announced in an OPS press release of December 11, 1952, the Retail Food 
Distributors Industry Advisory Committee proposed that statisticians designated 
by the industry meet with OPS to analyze the methods and results of the OPS 
survey. As designees of your trade associations, we met with OPS officials and 
carefully reviewed the documents and data they provided to the extent possible 
during the 2 weeks January 5-17, 1953. We met and talked briefly with Mr. 
Arval Erikson, Director, Food and Restaurant Division of OPS, on January 6, 
1953. Me. Erikson referred us to Mr. Lelan R. Jamison, Chief, Distribution 
Branch of the Food and Restaurant Division; Mr. William R. Geisinger, branch 
economist; and Mr. Otto Rauschwalbe, branch statistician, both of the Distribu- 


tion Branch. These men presented the data, analyses, and other information 
developed in the OPS survey. 
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These OPS representatives were most cooperative and helpful, not only in 
explaining their survey, but also in pointing out their ideas as to its limitations 
and the different points of view from which it might be considered in the regula- 
tion of prices. 

This report does not deal with the question as to whether, or under what 
emergency conditions, price controls or grocery margin controls in particular, are 
necessary or appropriate 

However, it is obvious that the problem of imposing direct price controls has 
serious implications upon the efficient operation of the food industry, which is too 
important in the total economy to be disrupted by careless or unwise regulations. 

The scope of this report is limited to consideration of the OPS food margin 
survey and its interpretations relative to present regulation of grocery prices. 

Our report is limited to an evaluation based upon our study and discussions. 
More complete descriptive material on what was done in the survey, how it was 
done, and what the survey showed is contained in OPS documents, charts, and 
data tables which we assume will be made available to the public. Furthermore, 
our report refers to the coverage, categories, and markups of CPR 15 and 16, as 
amended through the so-called interim amendment 14 markup adjustments of 
June, 1952, but before decontrol of Harrison and other items not now covered by 
CPR 15 and 16. 

Within the framework in which it was conceived—primarily the coverage, 
classifications, and definitions of CPR 15 and 16—the sample design of the OPS 
food margin survey was conscientiously and carefully laid. out from a statistical 
viewpoint, in a cooperative effort by OPS and BLS. While restricted in scope 
and subject to deficiencies described below, effort was made to collect adequate 
data on pre-Korean markups and to subject such data to exhaustive statistical 
analyses. 

MAJOR DEFICIENCIES IN OPS FOOD MARGIN SURVEY 


There are serious limitations to the survey results because of the practical 
problems encountered in carrying out the survey design, because of the difficulties 
of getting the field work done properly, and because of the nature of the data 
being collected Major limitations include the following: 

1. Representative samples of group 1 and 2 food stores could not be secured. 

2. Weights for commodity categories for group 3 and 4 food stores were in- 
accurate 

3. Homogeneous categories and classifications were not identified or achieved. 

4. Sample data on markups were not related to sample stores’ actual activity 
for the item or category 


1. Representative samples of group 1 and 2 food stores could not be secured 

The object of the survey was to determine the margins existing just prior to 
the police action in Korea. ‘The dates selected were May and June 1950. Specific 
prices were desired for June 6, 1950. OPS, in 1952, found that few, if any inde- 
pendent food stores had a record of their prices for May and June 1950. There- 
fore, prices for group 1 and 2 food stores were obtained from retailer-owned whole- 
salers and wholesalers sponsoring voluntary groups that had records of the retail 
prices which had been suggested to the cooperating independent retailers. These 
were suggested prices, and evidence is lacking as to how closely they were followed 
Stores in cooperative voluntary groups are generally considered to operate more 
efficiently than other independent stores. Many sponsoring wholesalers claimed 
that they enable their cooperating retailers to meet chainstore prices. Margins 
of such stores should, therefore, average somewhat below those of other small 
independent stores. 

Even so, prices were obtained from a very small number of independent stores, 
29 in group 1 (sales under $75,000) and 49 in group 2 (sales under $375,000). 
Both in quality and number, these samples cannot be considered as representative 
of the 400,000 stores of these sizes in the entire country (Data were not obtained 
from any stores in towns and villages of less than 2,500 population.) 

Additional evidence is available as to the bias in the OPS markup data for 
group 1 and 2 stores. OPS obtained from the A. C. Nielsen Co. a tabulation of 
margins on the selected commodities for retail stores. This company, as a part 
of its business, has for years gathered costs and prices on a wide list of commodities 
from food retailers. Their information is good for independent food stores 
Information was from 882 group 1 and 471 group 2 stores. For this group of 
stores, the Nielsen figures seem much more representative than those gathered in 
the OPS-BLS survey. A comparison of pre-Korean Nielsen markups versus 
OPS survey markups shows a weighted average of median markups for group 1 
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stores of 23.7 percent, compared with 21 percent from the OPS survey. For 
group 2 stores, weighted Nielsen median markups averaged 24.1 percent, com- 
pared with 21.6 percent for the OPS survey. The differences were 2.7 and 2.5 
percentage points, or over 11 percent, for both group 1 and 2 stores. (See ap- 
pendix table A for detailed comparisons of Nielsen and OPS markups.) 

OPS recognizes the serious, perhaps fatal, inadequacy of OPS survey data for 
group | and 2 stores. Analyses and comparisons are shown for these groups to 
keep the survey intact and with full recognition of their basic inadequacy. 


2. Weights for commodity categories for group 3 and 4 food stores were inaccurate 


The complicated, but statistically sound, basic sample design worked out by 
OPS and BLS was one of probability sampling. In this design the stores were 
selected with known probabilities, and the items were selected from store invoices 
so as to implicitly (by their occurrence) reflect weighting proportionate to their 
relative dollar volume of sales. 

This sampling method designed by OPS and BLS for selecting items from 
invoices should have produced a frequency of item observations in proportion 
to the item and category dollar sales volumes. However, as finally carried out 
in practice, items were taken from the invoice based on the number of items on 
the invoice, regardless of the dollar volume of the invoice. Thus, the single item 
was taken from an invoice of a carload of canned milk just as the item would be 
taken from an invoice listing only one case of a fill-in spice purchase. 

On an invoice containing many items, the number of items taken was deter- 
mined by the number of item entries (1 out of 5) rather than by the total dollar 
value of the invoice. Thus, 3 items were taken from a $5,000 invoice, just as 3 
were taken from a $50 invoice, if both invoices listed 15 separate items. Only 
within a multiple-item invoice were specific items selected by a sampling method 
that would result in selection of items proportionate to their dollar importance on 
that invoice. 

The result was that items were selected more nearly in proportion to frequency 
of purchase than to volume of sales, resulting in inaccurate category and item 
weights. This is a major qualification in OPS survey results. 

Items processed by the retailer or an affiliate were excluded from the OPS 
survey samples of at least some chains, due to a misinterpretation of somewhat 
conflicting survey instructions. However, such items are subject to CPR 15 at 
retail, if the processing affiliate is separately incorporated. Hence, such items 
as coffee and canned milk were underweighted in the OPS survey relative to the 
coverage of CPR 15. 

It was found that in the field there were further departures from the basic 
probability sample design, attributable to invoice files lacking the order required 
to fit sampling instructions, and to investigators who misunderstood or were 
confused by the techniques and their purpose. Compromises and errors also 
arose from the pressure of deadlines imposed upon fieldworkers. 

The result of the foregoing departues from probability sampling is that “‘survey 
weights” between commodity categories are grossly distorted and do not reflect 
relative importance of the various commodity categories in grocers’ sales. Ex- 
amples: survey weight for pickles and relishes is greater than for regular coffee 
or for canned milk; survey weight for spices is equal to margarine. (See appendix 
table B for data on weights.) 

This limitation makes survey weights totally inappropriate for use in arriving 
at composite averages of markups permitted by CPR 15 or markups shown by the 
survey. 

Not only are the survey weights inappropriate, but they also inject a strong 
upward bias that gives a false picture of overall CPR 15 margins (to the extent 
that overall CPR 15 margins exist). This is because high volume, low markup 
categories were underweighted in the survey (e. g., coffee, canned milk) and low 
volume, high markup categories were overweighted in the survey (e. g., pickles 
and relishes, spices, miscellaneous). A measure of the bias may be seen in the 
following comparison: 
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Overall CPR 15 weighted 
average markups for 
group 4 retailers (original 
CPR 15 coverage, pre- 
decontrols) 


| 
CPR15 | 





markups OPS survey 

including | median 

amendment markups 

14 

| Percent Percent 

Using survey weights 1 23.9 ? 22.5 
Using weights suggested at 1 stage by consultants as representative of distri- 

bution of sales between commodity categories 22. 6 21.4 
Using a large chain’s actual breakdown of sales between CPR 15 categories 20. 6 20. 2 





This figure of weighted average CPR 15 markups is shown as 24 percent on some OPS tables. How- 
ever, the CPR 15 markup for flour was shown as 17 perc2nt, whereas CPR 15 markups are: Flour in pack - 
ages of 5 pounds or less, 17 percent, packages over 5 pounds, 14 percent, Also CPR 15 markup for canned 
meat was shown as 22 percent, whereas CPR 15 markups are: Luncheon meats, 18 percent, other canned 
meats, 22 — Adjusting for these actual CPR 15 markups but using survey weights, we computed 






a weighted average of 23.9 percent 
2 OPS tab bes how a weighted average of survey median markups of categories as 22.6 percent. In recom- 
puting, we arrived at 22.5 percent. 


(See appendix table C for further illustration of this point.) 

It must be noted that any weighted average of CPR 15 or 16 commodity cate- 
gory markups is only a handle for discussion. Such a weighted average does not 
measure gross profit rates obtained or obtainable. It would approximate a maxi- 
mum expected (now realized) gross profit rate only if every item were priced at the 
markup stated for the commodity category. The realizable overall margin is 
somewhere below such weighted average to the exte nt that items cannot be priced 
competitively at the maximum markup permitted, whereas none can be priced 
above. Furthermore, markdowns and stock losses will persist no matter how 
close to the maximum markup the item is originally priced. Weighted averages 
of maximum markups can be very misleading because a category markup set on 
the high side will mathematically, but not in practice, compensate for a markup 
set on the low side. 

The methods of selecting items from invoices, causing the misweighting in the 
OPS survey between commodity categories, also introduced similar malweighting 
within categories. The exact degree or direction of distortion of markup data 
within categories is not determinable from available data. But this limitation 
means that care should be taken in describing any specific level of survey markups 
as “‘typical’’ of pre-Korean markups for the category. 

8. Homogeneous categories and classifications were not identified or achieved 

The OPS survey was conceived, designed, conducted, and analyzed within the 
conceptual framework classifications, and definitions of CPR 15 and 16. It was 
undertaken, according to an OPS press release, ‘‘to determine whether the per- 
centage markups used in the grocery ceiling price regulations * * * adequately 
reflect pre-Korean markups on various food categories and whether the categories 
should be rearranged.’”’ The OPS survey, therefore, was not a comprehensive 
margin survey from which all aspects of CP R 15 and 16 might be tested for possible 
revisions to accord more closely with grocers’ historical pricing practices. 

The OPS survey is not fully adequate for discovery or application of precise 
differences in “typical” markups between OPS store classifications; between ware- 
housing versus store-door delivery retailers; between regions and trading areas; 
and between commodities, products, brands, and sizes within commodity cate- 
gories. 

The margins set by OPS regulations are uniform for the entire country. Data 
rathered show considerable differences between cities. Various cost studies in- 
dicate different expenses (and margins) between retail stores located in cities of 
different sizes. In case of margin regulations in the future, we recommend that 
careful consideration be given to differences between trading areas. 

Fo example, the primary analyses of OPS survey markup data were made on 
nationwide totals, just as CPR 15 and 16 markups are nationwide markups. Re- 
gional and city size analyses were then made to try to help explain the wide varia- 
tions in nationwide data. Emphasis was then laid upon limited testing of whether 
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or not statistically significant differences existed, rather than upon determining mars 

the differences for application in price regulations ‘ eit hi 

Furthermore, all data were gathered and all analyses were made in accordance pp a 

with the four different classifications of stores provided in CPR 15 and 16. Had eal 

stores been classified into more homogeneous groups, such as what preretailing and — ‘ 

retailing functions were performed, rather than solely upon dollar volume of sales, ¥ _ 

the survey would have revealed fewer and smaller variations in markups within a. 
store groups. | .) 
(a) Store classifications.—OPS survey data were obtained and analyzed I x‘ 

separately by the $4-volume classifications specified in CPR 15 an 16. ree 

Data on individual] stores’ specific volumes and on other store characteris- ee 

ties that might provide an improved dollar volume or other basis of classifica- ad 

tion simply were not requested or obtained. oo 

It may be noted that in sampling chains that maintain uniform pricing oa 

in a city or area, the designating of some markups as group 3 and some as TY pe 


5 differ 
group 4 is a fictional, injected differentiation based upon store dollar volume : 





i > 
rather than upon markup differentiatio: To the extent that there is an sie 
actual differentiation in markups according to store size—among independents 0] 
or nonuniform pricing chains—the inclusion of uniform-pricing chains’ data hetw 
in the group 3 sample would produce a downward bias f yr the group 3 markups A eae 
and the survey differentials over group 4 ee 

The facts, first that the OPS survey showe d wide ranges of markups within ot z 
present store classifications, and second that survey markups for group 4 at ad 
some points exceeded markuns for groups 3, 2, and 1, suggest the possible surv 
need for an improved basis of store classifications W 

b) Warehousing and delivery allowance.-—Some grocery retailers, notably hist« 
the chains, warehouse most of their goods. Others, particularly independ- such 
ents, receive most of their goods from wholesalers, and some goods are deliv- ‘n tl 
ered to retail stores by manufacturers \ given food organization might Gage 
warehouse anywhere from 10 percent to 90 percent of its goods. It, therefore, ups 
seems desirable that some allowance be made for warehousing expenses in with 
setting margins. i 

This could be done by allowing a store an extra margin to cover warehouse “0 
and delivery (trucking) costs on those commodities received from manufac- 


} . . ‘ . enti 
turers at warehouse and delivered to retail store. In some instances, it : 


: ; - ; hist 
might be necessary to separate warehousing and trucking. For example, T 
the retailer buying from a cash-carry wholesaler or picking the goods up at a and 
factory or a packing plant, would perform the trucking or delivery function tion 
but not the warehouse function. eal 

The OPS survey did not adequately differentiate between markups on ( 
items warehoused by the retailer and markups on items received by the re- are 
tailer at his store door. The survey forms did not set up a clearly separate mat 
box for notation of the “usual receiving point.” In CPR 15 and 16, “net ey 
cost”’ is applicable to the “usual receiving point,”’ whether it be warehouse or youre 
store door. The survey instructions merely requested, for chains only, that N 
in the box specified for date of invoice, a W also be entered for items received out 
by the retailer at his warehouse, and an R for items received by the retailer mal 
at his store door. In the field this instruction apparently got lost, or mis- bra 
interpreted so frequently that for a large number or most of the chain data, S 
the W versus R information was not available or was suspect. qua 

Most OPS analyses of survey data, therefore, do not differentiate between var 
retailer-warehoused and store-door delivery markups. tial 

OPS has at times taken the position that separate analyses or allowances I 
for warehousing and delivery margins are unnecessary because the over-all pac 
markups obtained in their survey would include such margins. But it is 15: 
well known that some retailers warehouse none of their merchandise while tha 
others warehouse 90 percent or more. Therefore, the OPS survey markups ma 
contain a conglomerate mixture of markups based on store-door and ware- ’ 
house “‘net’’ costs. dis 

The problem was belatedly recognized. But analysis of differentials in W effe 
versus R markups was limited to inspection of tab-runs. An October 1952 way 
OPS writeup of survey analyses stated the view that such inspections pointed 
toward significantly higher markups for those retailers that performed their wit 
own warehousing. But we are informed that no further statistical analyses cat 
have been made on this problem. aul 

Again, the high variations in survey markups within OPS store groups wh 


as now constructed suggests that inclusion or noninclusion of the warehouse 
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function would explain a part of the variation. It might form the basis 
either for an improved classification of stores or a differentiation of markups 
within present store groups, according to performance or nonperformance 
of warehousing and delivery functions. 

(Such a differentiation is now recognized in CPR 15 only for frozen foods, 
where a separate warehousing and delivery “upcharge’’ on ‘net costs” 
may be applied by performers of those funetions before application of. the 
basie CPR. 15 retailing markup.) 

(c). Regions and trading areas.—Predetermined OPS survey regions were 
broad geographic divisions of the country into 6 wide areas plus 3 separate 
metropolitan areas: New York, Chicago, and Los Angeles. 

OPS analyses of regional differentiation in markups—between the broad 
predetermined regions—showed statistically significant but not necessarily 
consistent directional differences. However, relatively few commodity 
categories were studied for sueh regional differences. Significant regional 
differences were noted for coffee, canned fish, cocoa, canned fruits, and short- 
ening; insignificant differences (at the average) for flour and canned vege- 
tables 

OPS further tested and found frequent significant differences in markups 
between cities within the broad regions. Such analyses were limited to group 
4 stores. High variations were observed between different city markups for 
specific items as well as for commodity categories. Preliminary but not 
conclusive evidence points toward lower markups in larger city sizes, but 
markup differences between firms rather confused this picture in the OPS 
survey 

We believe OPS recognizes that variations exist in cost structures and 
historical markups in different regions and even local trading areas and that 
such variations account in part for the wide dispersion of markups obtained 
in their nationwide sample. However, the OPS survey is not fully adequate 
to establish and assign precise regional or trading area differentials in mark- 
ups Moreover, OPS is reticent to “draw the lines’’ and to be confronted 
with the administrative complications of regional or trading area markups. 
We believe OPS is aware, also, of economic effects upon distribution of 
incorrectly established regional- or trading-area markups. But OPS appar- 
ently does not feel that nationwide uniform markups which conflict with 
historical differences may have disruptive effects upon distribution. 

The fact that markup differences between regions and trading areas exist 
and account in part for wide variations in markups suggests care in applica- 
tion of the present survey’s results. Any future surveys should examine this 
problem more earefully. 

(d) Com oe ty, product, brand, and size di fie rences.—OPS survey results 
are not fully adequate to determine with precision the differences between 
markups that are attributable to the inclusion of various commodities, 
products, brands, and sizes within rather broad CPR 15 and 16 commodity 
categories. 

Analyses of brand differences were limited to chains’ private labels versus 
outside brands. In 21 out of 25 commodity categories tested, group 4 retailer 
markups on private labels were found significantly higher than for other 
brands. 

Size differentials in markups were not statistically tested because of inade- 
quate precoding in the survey to permit such analysis. The existence of 

variations in markups attributable to package sizes contributes substan- 
tially to the wide variations in markups shown in the OPS survey. 

Present regulations CPR 15 and 16 grant different markups according to 
pac kage size only for the flour category. In June 1952, amendments to CP 
15 and 16 permitted a higher markup for flour packages of 5 pounds or less 
than for larger packages. All sizes had previously been allowed the same 
markup. 

Maximum markups that do not differentiate between sizes can have 
disruptive effects upon historical price differentials on economy sizes, Such 
effects could potentially lead either to a reduction of grocery margins or to 
wasteful consumer emphasis upon smaller packages. 

Analyses of differences in markups between commodities or products 
within present CPR 15 and 16 commodity categories, to the extent they were 
carried out, have revealed sharp differences in markups. OPS analyses of 
survey markups confirmed the June 1952, amendments to CPR 15 and 16, 
which broke down certain previously composite commodity categories to 
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allow: Higher markups for instant than for regular coffee; higher markups 
for cookies, toast, and crumbs than for crackers: higher markups for other 
processed fish than for tuna and salmon; higher markups for jams and jellies 
than for peanut butter; higher markups for other canned meats than for 
luncheon meats. 

Survey data clearly show that pre-Korean markups for cornmeal and 
hominy were generally higher than for flour mixes, all of which products are 
now included in the same CPR 15 and 16 commodity categories. The survey 
also shows differential markups between the various frozen foods, but does 
not clearly support the idea that markups for frozen juices are lower than for 
all other frozen products. 

Other analyses by OPS indicate that improvements of commodity cate- 
gories would result from separating rolled oats (low markups) from other 
cereals; cherries (high markups) from other fruits; vegetable juices (high 
markups) and catsup (low markups) from the conglomerate other vegetables 
category. 

Further investigation of data obtained in the OPS survey should yield 
other bases for reclassifying commodities into categories. 

It is believed that if there are future surveys, they should avoid the con- 
strictions of preconceived commodity categories and be designed to yield more 
adequate bases for categorizing food commodities by like historical markups 
rather than by product similarity. Ease of administration should not be the 
only criteria for establishing category grouping. 

High variances, the lack of pronounced concentration about central values, 
characterized most of the markup data obtained in the OPS survey. 

High variances in statistical sampling studies may result from: 

(a) The sampling and organizational design of the survey and follow-through 
in making analyses of variance to explain and isolate factors causing variations, 

(b) The presence of independent, separate causes of differences not provided 
for in the survey information, or 

(c) The very nature of the data being studied. 

It is believed that the high variances noted in OPS survey markup data are 
attributable to all three of these sources of variation. The existence of high 
variances complicates the statistical job of describing what was found. It also 
shows the need for skill in the administrative job of applying the survey results, 
as well as the need for understanding food-markup practices in the actual admin- 
istration of controls. 

Major statistical measures of central tendency of widely varying markups 
include the following: 

(a) Mode.—By technical statistical definition, the mode is the most frequently 
observed value—and therefore for descriptive purposes the most usual or typical. 
But where variances are-high, or the distribution of observations bunches at 
several points, or shows practically no bunching at all, the mode is inappropriate 
even for descriptive purposes. Although a mode may be computed by a mathe- 
matical formula when not clear and discernible by observation, such a mode is 
significant only to the extent of the restricted mathematical definition and 
limitations of that computation. 

In the OPS survey for most analytical groupings of the data, the modal markups 
are lower than other measures of central tendency. This situation is known in 
statistical jargon as a nonsymmetrical distribution, skewed to the right. Markups 
in practice have a general (but not absolute) lower limit of zero. Markups then 
tend to be observed more frequently within certain rather broad ranges. 

But markups are observed, usually with decreasing frequency, at substantially 
higher levels. The distributions “tail out” to the right. 

We regard the modes determined in the OPS survey as generally unreliable, 
inadequate for descriptive purposes, and inappropriate for equitable application 
as maximum markups in the regulation of prices. 

(b) Arithmetic average or mean,—By definition, the mean is that value which if 
assigned to every observation will result in the same overall total result as the 
actual observations. It is simply the sum of the observations (perhaps weighted 
by importance) divided by the number of observations (or the sum of the weights). 

The mean is usually considered the statistically most reliable measure indicated 
by a sample, of the central tendency of the entire population. But the mean is 
highly affected by extreme values, and its reliability decreases for descriptive or 
for applicative purposes, as the dispersion or variance about the mean increases. 

In the OPS survey, mean or weighted arithmetic average markups for most 
groupings are higher than other measures of central tendency. 

If the means or weighted averages of the OPS survey were used for the maximum 
markups, the result would be to reduce the achieved markup for food retailers 
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below the pre-Korean level. This is because variations in markups would still 
exist under the regulation, but all variations would be below the pre-Korean 
average. 

c) Median By definition, the median is the middle point—half of the ob- 
servations lie above the median, half below. The median, or 50 percent value, 
lies between the mode and mean (in distributions in which a clearly discernible 
mode exist 

In the OPS survey, median markups of CPR 15 and 16 groupings were found to 
lie, of course, between the arithmetic average and the clearly observed or com- 
puted modal markups. The positions of the OPS survey median markups rela- 
tive to CPR 15 and 16 markups were mixed. It has already been noted that 
OPS survey data for 1 and 2 stores were inadequate and biased, so that com- 
parison of survey medians with CPR 16 maximum markups appears unrepresen- 
tative and unwarranted. It has further been noted that the group 3 survey 


markups may well be biased downward relative to group 4. For purposes of 
illustration only, it may be noted that CPR 15 maximum markuy s for group 4 
stores (as amended in June 1952. but before later decontrols) compared as follows 


with the medians of pre-Korean markup distributions found in the OPS survey: 


Categories 


CPR 15 maximum markups lower than OPS survey medians 17 
CPR 15 maximum markups higher than OPS survey medians 26 
Unknown—CPR 15 and OPS survey commodity categories not comparable 2 
Total OPS survey commodity categories 45 

Such a numerical tabulation must be qualified by the facts that: The survey 
broke down some CPR 15 composite categories; the survey did not break down 
items in two formerly composite CPR 15 categories that are now separated; 


CPR 15 butter and cheese categories are excluded from this tabulation; no expres- 
sion is given to the amount of difference between survey median and CPR 15 
markups; no weighting is assigned to reflect the importance of the numerical 
counts; and the tabulation is based upon nationwide totals.) 

With regard to possible use of OPS survey median markups as maximum 
markups for price regulation, it should be pointed out that by definition the 
median markup for each category would disallow or render illegal half of the 
markups observed in that category in the OPS survey of pre-Korean markups. 

Considerable attention has been given by OPS to the application of OPS survey 
results to adjust maximum CPR 15 and 16 markups by embodying a “‘bulk line’”’ 
principle. There is no precise statistical definition of a ‘‘bulk line.’’ It is generally 
considered as that point in a distribution that covers the ‘‘bulk” of the distribution. 
What ‘“‘coverage’’ constitutes a reasonable “bulk” of the particular distribution 
under discussion is a matter of judgment. Only then can statistical measurements 
of the distribution be applied to specify the value (markup in this case) at that 
“bulk line.” 

OPS survey analyses of the distributions of pre-Korean markups highlighted, 
in addition to the measures of central tendency, markups at the 65th and 80th 
‘“‘nercentiles.”’ 

A given percentile markup is merely that markup which ‘‘covers”’ (is equal 
to or greater than) the given percentage of markup observations noted. It 
follows that a given percentile markup disallows or excludes the remainder 
of the markup observations which were greater. The median is merely the 
50th percentile markup. 

Within OPS, there have been rather strong differences of viewpoints on the 
question of the point in the distributions of pre- Korean survey markups at which 
the maximum markups should be set for price regulation. Some proponents argue 
for a maximum markup established at a point lower than the 50th percentile 
(median). A percentile markup that does not substantially exceed 50-percent 
coverage is of course a departure from the “bulk line’ concept. Others in OPS 
contend that substantially higher markups, up to the 80th percentile, should be 
allowed. OPA regulations are said to have allowed around the 65th percentile 
of distributions of markups revealed in limited surveys of markups characteristic 
of the World War II period. The grocery trade generally has contended that the 
75th percentile should be regarded as a minimum. (See appendix tables D-1, 2, 
3, and 4 for data on markups for various percentiles.) 

For purposes of illustration only, and subject to the same qualifications ex- 
pressed above for comparisons of CPR 15 markups with survey medians, the fol- 
lowing summary comparisons of CPR 15 category markups for group 4 stores with 
the 65th and 80th percentiles of OPS survey markups are presented: 
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Categories 

CPR 15 markups lower than OPS survey 65th percentile. __.__________- 28 
CPR 15 markups higher than OPS survey 65th percentile. ________- > 15 
Unknown, CPR 15 and OPS survey commodity categories not comparable__- 2 
Total OPS survey commodity categories_...............______-- 45 

CPR 15 markups lower than OPS survey 80th percentile________- faed'y 40 
CPR 15 markups higher than OPS survey 80th percentile _____ ; 2 3 
Unknown, CPR 15 and OPS survey commodity categories not comparable _- 2 
Total OPS survey commodity categories._.__..........______- 45 


(See appendix tables F—1, 2, 3, and 4 for detailed information on all categories 
and store groups.) 

The percent of survey observations not ‘‘covered” by CPR 15 maximum 
markups may be viewed as: (a) Percentage “denial” by CPR 15 of pre-Korean 
markups or (6) percentage of pre-Korean transactions observed in the OPS survey 
in “noncompliance” with CPR 15 maximum markups. (See appendix tables 
E-1, 2, 3, and 4 for ‘‘coverage’’ versus “‘denial’”’ data.) 

The following table indicates the proportion of transactions, according to the 
OPS survey, which in 1950 were sold at higher markups than now allowed by 
CPR 15 and 16. In other words, based upon OPS survey data, this proportion 
of sales would be in violation of OPS regulations, if grocers followed pre-Korean 
markups. Data shown here for group 1 and 2 stores should be viewed with 
extreme caution because of the serious limitations of the OPS data previously 
described for these stores. 


Percent transactions from OPS survey of pre-Korean markups which would have 
been in noncompliance based on existing or last-existing regulations 


Store groups 
Category oi -_ 
1 2 3 4 


Percent) Percent, Percent, Percent 


Baby foods 12.4 56. 1 62.3 





Cereals 59.3 46.5 
Cocoa, chocolate, and cereal drinks 77.7 | 67.1 
Coffee, regular 41.3 28.9 
Coffee concentrates 37.6 43.8 
Cookies, toast, and crumbs 54.5 33. 6 
Crackers 65.4 35.9 
Cornmeal and hominy 88.5 80. 1 
Flour mixes 45.2 46.9 
Dog and cat foods 73.5 49.3 
Processed fish (excluding tuna and salmon 73.0 | 62.4 
Tuna and salmon 80.4 | 53.7 
Frozen vegetables, special 32.1 26.8 
Frozen vegetables, other- 46.4 31.1 
Frozen fruits and berries 22.7 19.4 
Frozen fruit juices and concentrates 44.3 38.8 
Frozen foods, special 35. 6 25. 6 
Canned fruits, berries, etc 16.8 .4 37.3 33. 2 
Fruit cocktail, pineapple, etc 49.7 65.7 74.6 64.6 
Fruits, dried and dehydrated. ._- 51.6 67.2 | 81.6 67.1 
Gelatin and pudding mixtures 38.8 41.3 54.7 70.0 
Jams, jellies, etc ; 31.4 18.7 | 22.6 22.8 
Peanut butter 6.1 8.5 47.2 12.8 
Lard 75.6 72.9 68. 6 
Macaroni and spaghetti products 29. 1 36.7 52.2 37.4 
Mayonnaise and salad dressing 51.3 58.4) 76.1 67.2 
Canned milk 24.5 16.1} 71.0 67.1 
Oil, cooking and salad 12.3 29.0 53.7 63.3 
Oleomargarine 31.1 35.7 25.6 19.8 
Pickles and relishes. 10.5 28.5 32.7 25.6 
Rice 56.3 5.7 | 69.1 80. 0 
Shortening, hydrogenated 76.4 59.0] 83.1 60. 7 
Shortening, other_. 22.4; 35.4 36. 2 
Canned soups az 9.9 10.2] 62.7 42.3 
Soups, dehydrated - 27.9 30.5 31.4 36.9 
Spices 29. 6 24.81 36.5 34.7 
Sirups 27.9 33.2 62.0 72.8 
Tea 45.9 59.3 57.0 37.7 
Vegetables and vegetable juices 24. 2 29.0 46.4 27.2 
Vegetables, canned, major 61.5 70.1 72.6 60.5 
Vegetables, dried and dehydrated ‘ 31.9 23.4 61.7 55.8 
Vinegar 30.1 27.6 54.3 34.4 

15.8 18.0 7.8 31.6 





Miscellaneous 


See appendix tables D through F for complete details for all 4 store groups.) 
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Lack of pronounced central tendency and high variation complicates the statis- 
tical analyses of markups and the administration of price-control regulations. 
Lack of homogeneous groupings makes it difficult to establish maximum markups 
on the basis of survey data. It is apparent that improvement in price-control 
administration will depend upon more adequate solutions of these problems. 


4. Sample data on markups were not related to sample stores’ actual activity for the 
item of category 

The number of markups for various items in the commodity categories was 
determined by the instructions to secure data for 75 percent of the listed categories 
(but no more than 6 for any 1 category) and did not reflect the dollar volume of the 
item or category for the sample store. 

The item selection method also called for a cutoff of selecting items within a 
commodity category when six items in that commodity category had been selected, 
regardless of how many times more items in that commodity category would have 
turned up if the basic sampling techniques had been continued. Items were 
selected, modified by the cutoff, until at least 75 percent of all commodity cate- 
gories had been represented by at least one item. A statistical adjustment was 
later made according to OPS, for weights of commodity categories in which the 
six-item cutoffs was reached frequently. But the overall result of these cutoffs 
was a distorted type of disproportionate sampling with inadequate adjustments. 

The number of invoices used to supply markup data varies from store to store 
based upon securing markups across the 75 percent prescribed minimum. This 
might require several months’ invoices for a small store or just a few weeks’ 
invoices for the large stores. 

For chain stores, the invoices sampled were the invoices for the warehouse 
serving the entire division and did not relate to the individual store at all. The 
number of the markups secured was independent of the particular store’s sales 
volume or activity, even though the data were processed as though supplied for 
the individual stores in the sample. 

The extent to which this method influenced the markup distributions is difficult 
to determine without exhaustive analysis. There were 269 stores in group 3 and 
4; 196 of these were from 16 chain organizations, 150 from the 3 largest chain 
organizations. Thus, markups were biased downward if an overrepresentation 
was secured from major chains having lower markups. 

In addition to these major defects in the OPS survey, there were other minor 
deficiencies in the OPS food margin survey. 

(a) Dates.—Selling prices were to be taken from price records as of June 
6, 1950. 

Cost prices, ‘‘net costs’’ as defined by OPS regulations, were to be taken from 
invoices that formed the basis for item selection. Because of item sampling 
problems, some of the invoices may have represented purchases received im- 
mediately prior to June 6, 1950. In some cases, the merchandise may have 
been received even after June 6, 1950 (errors by investigators). And in other 
cases, the purchases may have been received long prior to June 6, 1950 (even 
back to a June 1, 1949, mandatory cutoff), depending upon frequency of pur- 
chase by the particular store. 

It is difficult if not impossible to specify the precise lag that should be con- 
sidered appropriate between cost and selling price changes. It is also a tenuous 
assumption that retail grocery prices are ‘‘determined’”’ by markups over cost 
prices. Retail grocery price changes probably “reflect’’ cost changes, but not 
with coincidence as to time. Cost changes vary between sellers because of 
differences in frequency and timing of purchases. Perhaps the best assumption 
is that selling prices of actively competitive sellers, at least, lag cost changes 
on the upswing by more than on the downswing. And the lag varies between 
commodities and trading areas, and from time to time, as well as between sellers. 

To the extent that competitive grocery pricing reflects, though may not con- 
sciously be based upon, replacement costs, the OPS survey sampling method 
may have picked up additional sources of variance or bias. 

(b) Mileages from warehouse-—The OPS survey forms did not include nota- 
tions of, nor was analysis made of mileage of stores from the warehouses, which 
might contribute to differential markups between stores. 

Hence, no evaluation can be made from the OPS survey of the adequacy 
of percentage point mileage allowances permitted by CPR 15 and 16 for stores 
distant from the warehouse. 


30216—53—pt. 1——--24 
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UTILIZATION OF OPS SURVEY DATA IN REVISING PRESENT REGULATIONS 


The OPS food margin survey, conducted at a great expense over an extended 
period of time, is a major source of data available by which CPR 15 and 16 mark- 
ups may be adjudged and adjusted to accord more closely with grocery pricing 
practices of the period immediately preceding the Korean situation. 

The OPS survey data dramatically show the wide variations in markups under 
normal grocery pricing practices. Even under price regulations, the pressures 
causing such variations will continue to exist. Imposition of maximum markups 
will not and cannot suddenly transform the situation into one of singularly of 
markups between products within a commodity category; between sizes, brands, 
and varieties; between regions and trading arers; and between sellers. 

The OPS food margin survey clearly illustrates the wide dispersions of pre- 
Korean markups and indicates that they are not easily amenable to reduction 
and isolation by contributing causes. This vital evidence shows that neither 
statistical studies nor administrative control of maximum markups can properly 
substitute for the controls exerted by normal competitive pricing. The wide 
variations that exist in markups reflect and constitute a critical balance of forces 
that in the grocery industry resolve themselves into a precariously low rate of net 
profits. Restrictions or distortions of these balancing mechanisms seriously 
disrupt distribution patterns as well as radically reduce grocery net profits. 

It should be recognized and seriously considered by price regulators that— 

1. Normal, effective grocery operations require variations in markup 
practices between brands, sizes, areas, and sellers, as well as between rather 
arbitrarily-grouped, commodity categories. It is, therefore, obvious that 
the establishment of maximum markups results in a range of markups at 
and below the maximum and not in a single uniform markup for all stores 
for all items within a control category. 

2. Imposition of maximum markups at “middle” levels of the range of 
variations in markups (e. g., the mode, median, or mean of nationwide 
distributions of markups found in the OPS Survey) automatically depresses 
the average achieved markup and forces a reduction in overall operating 
profit. 

3. When the frequency pattern of markups is known, it becomes apparent 
that the imposition of a maximum markup will result in a reduction of the 
markup range. The problem requiring solution is the determination of the 
new range and distribution of markups when a particular maximum markup 
is imposed. Naturally, the reduction of the markup range will depend upon 
the point chosen for the maximum. A 50-percent reduction in markup 
range would represent a substantial reduction, and yet, even with this much 
reduction, the maximum would have to be placed at nearly the 75-percentile 
point if the average markup achieved for the category is to be held at the 
previous level. 

The OPS survey should be supplemented by additional information to arrive 
at a thoroughgoing adjustment of CPR 15 and 16 markups and categories that 
would accord more closely with grocery pricing practices of the period immediately 
preceding Korea. 

Adjustments based upon the OPS survey will of necessity be largely limited to 
the basic classifications, definitions, and markups already contained in those 
regulations. All such adjustments would be of nationally uniform markups for 
the store groupings now specified. 

The OPS survey probably can be utilized more satisfactorily with the following 
implementations: 

1. Commodity categories should be improved to the extent possible based 
upon survey results. 

2. The survey can be used as a basis for category by category markup 
adjustments for group 4 stores, for which an adequate sample was obtained, 
providing careful use is made in light of limitations. 

3. Nielsen markup data can be used to substitute for or complement the 
inadequate survey data for groups 1 and 2 stores. 

4. The markups for all store groups can finally be determined to avoid 
distortions of markup differentials between store groups. 

The OPS survey by itself does not provide satisfactory bases for reclassification 
of retail stores or for differential markups between package sizes of a commodity 
or between brands (except for differences between private label and other brands). 

Regional and trading area variations in markups are quite obvious in the 
OPS survey, but adjustment of markups accordingly runs into both statistical 
and administrative complications. Of course, nonrecognition of such variations— 
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e., the application of nationwide uniform markups—may result in disruption of 
normal grocery pricing practices and distribution patterns. 

One major deficiency of the survey was the failure to obtain information that 
would allow a measured differentiation of markups between warehouse-delivered 
and store-delivered cost bases. It probably will be necessary to go outside the 
OPS survey to determine an appropriate allowance for performance of warehous- 
ing and delivery as well as strictly retailing functions 


PROPER CONSIDERATION OF FOOD INDUSTRY OPERATION SHOULD BE GIVEN IN 
DETERMINING THE MAXIMUM MARKUPS-—-USE OF BULK-LINE CONCEPT 


The extreme variance or degree of dispersion of markups obtained in the sur- 
vey denotes a lack of concentration of markups about any central tendency— 
mode, mean, or median—that might be considered as a maximum markup for 
group price regulation. In view of this fact, consideration of the “‘bulk-line’’ 
principle becomes particularly relevant. 

It is not within the province of this investigation to conclude definitively just 
where the line should be drawn to meet legal requirements of the Defense Pro- 
duction Act. Nor are we herein judging whether margin controls or any controls 
are necessary or appropriate At the same time, an evaluation of the OPS sur- 
vey would be sterile if it failed to recognize that even a statistical investigation 
must be viewed in the light of the purposes and objectives of that survey. 

To the extent that maximum CPR 15 and 16 markups should, by law or by 
equity, be such as to allow markups under the regulation that can re sult in overall 
pre-Korean margins for regulated items, and to the extent that competitive forces 
and normal pricing practices do and should continue, it seems only logical and 
sound that a bulk-line principle should be used in applying r results of the OPS 
Food Margin Survey 

The problem of determining where the line should be drawn in establishing 
markups from survey data is a difficult one. We believe, however, that there 
are strong economic and statistical reasons for selections of a ‘“‘bulk-line’”’ per- 
centile that would yield markups considerably above the mode, median, or arith- 
metic average of the OPS survey. 

The bases for this considered conclusion are upon both economic and statistical 
grounds: 

1. The dispersion and high variances that exist in distributions of mark- 
ups by OPS survey groupings apparently are not subject to breakdowns 
into low variance regroupings to which accurate, representative, and reliable 
markup values might properly be assigned. Therefore, to compensate for 
inability to control tightly and separately each cause for high variance, over- 
all markup controls on present or slightly improved commodity categories 
should be applied less rigidly. That is, maximum markups for price regula- 
tions should be established considerably above the modes, medians, or means 
of the distributions of survey markups. 

2. Maximum markups that are deficient by historical standards will tend: 
(a) to curtail or eliminate retail food distributors’ profit rates which are 
known to be nominal even under free-pricing, and (b) to disrupt or distort 
historical pricing practices and distribution patterns which, in the past, have 
encouraged economy sizes and other cost-saving distribution mechanisms. 

In any regulatory operation, proper consideration should be given to and flex- 
ibility should be allowed for changes in conditions and basic operating costs. 
Disregard of these factors is dangerous. 

Particular caution is urged in considering any weighted average of overall 
CPR 15 or 16 or OPS survey category markups. The “survey weights’’—relative 
frequency of observation in each commodity category—obviously depart radically 
from patterns of grocery sales of items in the various categories. Confused or 
misleading impressions might be gained from use of such weighted averages. 
Moreover, the regulations call for pricing of each item according to the maximum 
markup established for that item (along with others in a commodity category). 
Hence, a weighted overall average of markups for all regulated items would be 
relevant and meaningful only if the markups were attained (all prices at ceilings). 
Maximum markups might be attained, across the board, only under conditions 
of extremely short supplies. Under such conditions, although maximum markup 
rates might be attained, realizable margins of profit would be curtailed by restric- 
tions on volume, 
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CONCLUSION 


If a future emergency should arise in which the regulation of prices by control 
of margins is again deemed necessary and appropriate, we recommend that then- 
prevailing margin data be gathered more promptly. There is a question as to 
whether a survey of such margins should be conducted by the agency charged 
with administration of controls. If a prompt and adequately comprehensive 
survey cannot be conducted by other Government agencies, we suggest the use 
of private research agencies, State agencies, and university facilities, such as 
research bureaus and extension organizations. 

It should be pointed out in this connection that OPS procured from the A. C. 
Nielsen Co. an exiensive tabulation of retail food store margins by commodities. 
Nielsen’s data were available to OPS long before the OPS survey was completed. 
And the Nielsen margins proved to give a more complete and better picture of 
pre-Korean margins of the independent retailers than did the data finally gathered 
by OPS. This was true because Nielsen has for some years been gathering this 
type of data and hence had only to construct the type of analvses requested. 

Chain and other focd retailer groups also, of their own volition, made extensive 
analyses of their pre-Korean markups which proved to agree very closely with 
the markup data finally obtained in the OPS food-margin survey. In the future 
it would seem that such retailer organizations or their trade associations would 
make available comparable data much more promptly and with less expense 
than involved in the OPS food-margin survey. 

The foregoing is respectfully submitted in the belief that it complies with 
your requests to us and represents a fair and objective evaluation of the OPS 
food-margin survey. 

Paut D. Converse, 
Super Market Institute, Inc., Professor of Marketing, University of Illinois. 
WarRREN N. CorpELL, 
National Association of Retail Grocers, Vice President, A. C. Nielsen Co. 
Pavut A. BAUMGART, 
National Association of Food Chains, Manager, Economic Research 
Department, Safeway Stores, Inc. 


APPENDIX 


AppenpIx TaBLE A.—Comparison of OPS survey and Nielsen pre-Korean median 
markups, selected commodity categories, groups 1 and 2 stores 


Median markups 























CPR16 | 
eommodity Commodities } Group 1 stores Group 2 stores 
category . | 
number | 
OPS Nielsen OPS Nielsen 
| | survey | data | survey data 
te ds blaine Fie scons dae eee ati i 22 | 17 17 17 
Beenie Breakfast cereals: | on | | 
| Gord eonwennenemnrsccnenncnnnncecees } wh Bi ak = 
i ™ 
oo Pee cali 11 | 13 12 10 
4A | . ceaihaciliaaiiniaitiatia atid 16 | 16 15 14 
Fists Dog foods 3 ‘ 7 24 29 23 28 
12__.__..____| Fruit cocktail, peaches, and pears a uf 25 | 33 | 7 33 
14 Gelatin and pudding mixes... -.. sae ‘ } on { 30 } 23 { 24 
asd | Ice cream mixes i , al " 31 i 31 
__ eS | Lard < mst ina ee ca huiiotiia 20 31 
Mins ....-| Oils, cooking and salad ba ‘ — 23 | 27 23 25 
Pies ae Se IIONL <n engin chines henepemeneil 17 | 18 15 16 
24... a3 Rice c | 30 34 28 34 
25... .---| Shortening, hydrogenated | 11 | 18 11 14 
28...........| Soups, dehydrated .................. | 25 24 24 24 
a eared satoneclin ; 26 26 27 26 
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APPENDIX TABLE B.—Comparison of weights for commodity categories, OPS food 
n survey, “implicit”? weights versus trade estimates, group 3 and 4 stores 


margi 


CPR 15! category 
No. 


Original 


one 
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10 
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10 
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19 
19 
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A mend- 
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Coho 


10 
10 
0a 
10 
10 
ll 
12 
13 
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lida 
16 
17 
18 


19a 
20 
21 
99 


23 
24 


or 
20 


26 


oo” 
ai 


28 
29 
30 
31 
32 
33 
34 
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36 


19 





| Spices 2. 


OPS food margin survey commodity 
categories 


Baby foods 2 
Cereals, breakfast od. 
Cocoa, chocolate, and cereal drink. 
Coffee 

All 

Regular 

Concentrates 
Cookies, crackers, toast, and crumbs 
Cookies, toast, and crumbs 
Crackers 
Cornmeal, hominy 
Flour mixes 
D 8 and cat foods 
Fish, processed 

An 

Except salmon and tuna 
Salmon and tuna 
Flour 

All sizes 

§ pounds or under 

Over 5 pounds 
Frozen foods, all 2 
Frozen vegetables 

Major 4__... 

Minor ?__._... sepehes 
Frozen fruits and berries 2 
Frozen fruit juices and concentré ates ? 
Frozen specialties 2 
Canned fruits, berries, and juice ? 
Fruit cocktail, pineapples, peaches, pears ?_- 
Fruits, dried and dehydrated 2 ae 
Gelatin and pudding mix earns 
Jams, jellies, peanut butter............. 
Jams, jellies. 

Peanut butter. -- 

Lard 

Macaroni and spaghetti 
Mayonnaise and salad dressing. ... 

Meat, canned: 

All 

Other 

Luncheon meats 
Milk, canned . 

Oils, cooking and salad__.- 

Oleomargarine 

Pickles and relishes 2 

Rice. 

Shortening; 
Hydrogenated 
Other 

Soups; 
Canned 
Dehydrated 


2 


DEI iceibeadenadhiidnda 


Wicncésone 

Vegetable and jr 1€@S s? 

Corn, green peas, tomatoes and tomato 
DURE Ricci andnensecanetiieodil 

Vegetabies, dried and de sbydrated Bs 

Vi negar- 





Total CPR 15 (1), excluding butter 
and cheese. _...- mieuned 


Relat 


ive dollar volume of commodity 


categories 


OPS 
“surve 
lestimat 


Percent | Percent | Percent 
3.9 3.0 2. 80 
4.7 | 3.0 | 3. 24 
1.8 | 1. 25 .o 
(3. )| (6. 0) 11.17 
2.5 5.5 3 
9} 5 (3) 
(3.3) 7.0) 6. 01 
2.0 4.0 (3) 
1.3 3.0 (3) 

7 4 
39 16 \ 2. 94 
3.5 2.0 2. 28 

(3.2 (5 0) | 4.45 
1.6 2.0 (3) 
1.6 3.0 
3.9 (5.5) 3. 78 

(3) 2.0 (3) 

(3 3.5 3 
(5.0)} (5. 5) 4. 54 | 
1.6 1. 35 (3) 

9 -8 (3) 
on -6 | (3) 
1.2 2. 25 | (’) 
.6 5 () 
4.3 6.5 6. 51 
3.4 4.0 3. 97 
1.4 1.0 98 
3.1 | 2.0 1. 80 

(4, 1) (3.0) | 3.08 
3.2 2.0 | (3) 

9 | 10 | 8 @) 
v7 5 | .53 
3.1 | 1. 75 | 1. 49 
3.1 | 2.5 | 2. 62 
4.3 (4.0) 4. 

(8) 2.75 (3) 

(3 | 125/ @ 
1.8 | 4.0 | 3.81 
1.0 | 1.0 78 
1.4 2.5 2. 69 
3.1 | 1.75 | 2.04 
1.3 | 5 | 68 
1.1 | 1.5 | 2.12 
5 2 1.00 
2.0 3. 25 3.08 
ov 5 | . 48 
1.4 | 75 | 91 | 
2.6 1.0 94 
1.4 | . 15 1.72 
5.2 6.5 5. 00 
ee rey: at | 
2.4 | 1.0 .99 
1.0 25 | 84 
5.5 2.5 | 2.51 

100.0} 100.0 $102. 4? 


1 Amended through amendment 14 effective June 2, 1972, but before 


items. 


2 Purtially, largely, or completely decontrolled as of January 1953, 


3 Not available. 


* Major: Corn, green beans, limas, mixed vegetables, peas, spinach, 
5 Do not add to 100 percent. 
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Appenpix Tasite C.—Comparison of weighted averages of CPR 15 commodity 
category markups ' for group 3 and 4 stores 


Composite weighted averages of— 

| OPS survey OPS survey percentile markups 
Amended | arithmetic ne eee eee meee 

| CPR 15 average Median 


Commodity category weights used 


| markups ! mean 50th Sth ; | 80th 
markups percentile percentile | pereentile 

Group 3 

OPS “survey weights”’ 225.3 27.2 25.7 23.8 33.0 

Consultant's weights 23.8 25.8 24.2 27.1 31.4 

NAFC weights 22.9 24.9 23.5 m4 30.4 

One large chain's weights 2.4 22.4 21.1 23. 6 27.4 
Group 4 

OPS “survey weights”’ 23.9 24.2 22.5 25.5 29.8 

Consnultant’s weights 22.6 22.9 21.4 23.3 28.2 

NAFC weights 22.7 22.7 21.3 23.9 3.0 

One large chain's weights 20.6 21.5 ®.2 23.0 2.5 


t Amended through amendment 14 effective June 2, 1952, but before decontrol of “‘Harrison’’ and other 
items 

? Adjusted to compensate for lack of breakdown of OPS survey categories for flour and canned meats 
into separate subcategories for which different C PR 15 markups are allowed 


Appenpix Taste D-1—Comparison of CPR 16 OPS food margin survey markups, 
group 1 stores 

















CPR 16! cate- CPR 16 ¢ 
gory number markups Survey markups 
awe Num- ps - 3 
OPS food margin survey, ber of 
commodity category obser- Arith- |Median 65th 80th 
Origi- | Amend- vations| Origi- Amend- metic 50th 
nal ment nal ed! aver- | percen- ile | th 
age tile ile tile 
1 1 Baby foods? 110 25 @ 22 22 25 ZB 
2 2 Cereals, breakfast 132 22 24 2 19 22 6 
3 3 | Cocoa, chocolate and cereal 
drink ce) 29 (3 24 27 y-) 29 
4 ‘ Coffee 
All 118 17 12 | 12 13 16 
4 4 Regular 8Y 17 (3) 10 ll 12 13 
4 4a | Concentrates 29 17 19 17 16 18 2 
5 Cookies, crackers, toast 
and crumbs 2 25 25 24 25 31 
AS 5 Cookies, toast and crumbs 10 25 30 23 24 24 5 
5 5a | Crackers 10 25 G 27 22 29 35 
6 6 Cornmeal, hominy 48 29 3 2 2s 33 34 
6 6 Flour mixes 118 29 (3) 23 24 25 277 
7 7 Dog and cat foods 86 27 (3) 25 24 26 31 
Fish, processed 
~ All 113 27 25 27 2 30 
8 ~ Except salmon and 
tuna 46 27 29 30 29 29 31 
8 a Salmon and tuna 67 27 ’ 23 22 ya) 3% 
Flour 
9 All sizes 9 27 ’ 16 14 19 3B 
9 ” 5 pounds or under 27 ’ (¢ (4) @ ( 
9 9a Over 5 pounds 27 (4 (4 () ‘ 
10 |........| Frozen foods, all ? m 37 27 25 25 26 7 
10 10 Frozen vegetables; 
Major ?* 12 27 30 24 23 24 25 
10 10 Minor ?. 10 27 30 24 22 24 | 5 
10 10 Frozen fruits and berries * 9 27 30 28 25 35 37 
10 10a | Frozen fruit juices and ' 
concentrates ? . 9 27 (3 28 27 29 32 
10 10 Frozen specialties 2 11 27 30 28 27 30 ci) 
ll 11 Canned fruits, berries and 
juice 2_. asia awe 138 26 31 21 22 26 30 
12 12 Fruit cocktail, pineapple, 
peaches, pears ? 124 25 (3 2B 25 77 30 
13 13 Fruits, dried and dehy- 
drated 2 i ; 67 27 () 26 28 28 29 
14 14 Gelatin and pudding mix 110 28 @ 24 25 29 29 
15 pet Jams, jellies, peanut butter_! 115 32 28 29 31 37 


See footnotes at end of table, p. 367. 
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rdity Appenpix TaBLE D-1.—Comparison of CPR 16 OPS food margin survey markups, 
group 1 stores—Continued 




















CPR 16! cate- CPR 16 pecaiinainn 
gory number markups Survey markups 
Ips = saul : Num- cttenienmanthec intial Saeng Sata 
OPS food margin survey, ber of | 
. commodity category obser- Arith- | Median } 
Origi- | Amend- vations| Origi- |Amend-| metic 50th 4 | —_ 
h nal ment nal ed! aver- | percen- ory “| ae “ 
ntile | age tile = | 
15 15 Jams, jellies M 32 36 32 | 30 35 37 
3.0 15 15a | Peanut butter 31 | 32 (3) 22 20 23 | 29 
31.4 16 16 Lard..._. | 20 @) | & ® | @ i © 
20 4 17 17 Macaroni and spaghetti 107 32 (3) 28 | 26 30 33 
- ‘ 18 18 Mayonnaise and salad | 
- dressing. 59 24 (3) 26 24 27 | 32 
29. 8 Meat, canned; 
on 9 19 . MR e bee secu 108 21 a 24 | 24 27 | 28 
mo 19 19 Other... (4) 21 25; ® | © | ® | @® 
on & 19 198 Luncheon meats (4) 21 @® | & (*) M | & 
- 20| 20 |Milk, canned 87 | @) | 16] 16] 19] 22 
21 21 Oils, cooking ard salad 37 28 (3) 21 | 23 24 | 26 
ther 22 | 22 Oleomargarine. 20 17 20 | 18 7 17 24 
, 23 23 Pickles and relishes 2 88 32 36 30 30 31 | 34 
eats 24 24 Rice a : (4) 28 O. 1: oa!) 8 Mm | @® 
A Shortening | | | 
25 25 Hydrogenated 58 Y (3) 11 | ll 12 | 14 
26 26 Other 1 18 (3) 12; (‘) (*) 
Soups: 
le 7 | 27 Canned 129 ai @® | tT a2 25 | 26 
28 28 Dehydrated 47 34 (3) 28 25 31 | 40 
29 29 Spices ?_ 76 46 (3) } 40 42 44 50 
30 30 Sirups 90 28 (3) | 26 | 27 27 | 29 
31 31 Tea aw) 26 (@) 25 26 27 29 
32 32 Vegetable and juices ? 144 31 32 | 28 28 32 33 
33 33 Corn, green peas, tomatoes | 
= and tomato juice ? 154 25 @) 27 28 30 | 34 
34 34 Vegetables, dried and de- | | 
Oth hydrated ? 86 36} (3) | 31 32 35 | 37 
roam 35 35 Vinegar 55 | 39 () | 36 | 31 38 | 44 
ile 36 | 36 | Miscellaneous.. 136 | 40| (3) 32 29 32 | 39 
D” 1 Amended through amendment 14 effective June 2, 1952, but before decontrol of ‘‘Harrison”’ and other 
2 items 
2 Partially, largely, or completely decontrolled as of January 1953. 
29 § Unchanged. 
4 Not available. 
1¢ $ Major: Corn, green beans, limas, mixed vegetables, peas, spinach. Minor: Other. 
13 
. APPENDIX TABLE D-2.—Comparison of CPR 16, OPS food margin survey 
31 markups, group 2 stores 
on 
35 me $$$ ee en eet oe 
3 | 
CPR 16! cate- | OPR 16 } aE 
31 gory number | , | markups } Survey markups 
- ttiaknaaiaal Num- ine ai 72 Bh 
30 OPS food margin survey, ber of ; : 
, commodity category obser- } Arith- | Median 65th 80th 
31 Origi- | Amend- vations; Origi- |Amend-| metic 50th percen- | percen- 
30 nal | ment | nal ed! aver- | percen-| "sii, tile 
age tile | 
B 1 acest ness enthacesenastattesataseasenS —_s senescent tiie caaicitbae aiaddnctiienc it intahlatineatt Allien ch Rah ate cishaicei 
: 1 1 | Baby foods? 14} 2] @ 16 17 18 | 2 
> 2 2 Cereals, breakfast 190 20 22 18 17 19 | 24 
- 3 3 Cocoa, chocolate, and ce- | } 
™ real drink... ._- ihe 144 29 @) 24 23 26 | 238 
an Coffee 
on 4 All . “ . 184 17 13 13 14 17 
a 4 4 Regular 139 17 1) 12 12 13 16 
. 4 48 Concentrates - . . 46 7 19 15 5 18 20 
0 5 Cookies, crackers, toast, | 
and crumbs 42 25 |_. 25 24 28 32 
( 5 5 Cookies, toast, and crumbs 21 25 30 30 30 32 43 
” 5 5a | Crackers 21 25} (3) 21 | 23 24 24 
6 6 | Cornmeal, hominy--.-- 66 29 (3) 30 31 33 35 
30 6 6 | Flour mixes 153 29 (3) 23 22 26 29 
29 7 7 | Dog and cat foods 139 27 (3) 25 23 26 33 
20 Fish processed: 
~ 8 All ; 186 27 25 24 29 32 
- ~ 8 Except salmon and 
tuna... _ ‘ 78 27 29 29 29 31 | 35 


See footnotes at end of table, p. 368. 
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AppENDIxX TABLE D-2.—Comparison of CPR 16, OPS food margin survey Appt 
markups, group 2 stores—Continued 


























. " CPRI15 
CPR 16! cate- CPR 16 > 
rory number marku S curvey markups category 
ee) re eee) paren ae aren numbei 
OPS food margin survey, ber of | 
commodity categor obser- Arith- |Median| , . 
Origi- |Amend- , ; vations; Origi- |Amend-| metic 50th 65th 80th > = 
nal ment nal ed! | aver- | percen- — a ina’ 
age tile | - | tile ~~ 
sipntameneill niintianadaiitindptinnindiantnngiiit z a 1 
S 8a | Salmon and tuna 108 27 3 23 21 24 31 ; 
Flour | 
“ tale All sizes. ._. 147 27 (?) 16 15 17 21 4 
9 9 5 pounds or under-... (4 27 @) (4) ) (*) (4) a 
9 9a Over 5 pounds (4) 27 ® | ® | ®& 4 
Frozen foods, all 2 79 27 ‘ 24 | 24 25 27 5 
10 10 Frozen vegetables | 
Major ?5 . 23 27 30 23 22 25 26 5 
10 10 | Minor ? 25 27 30 23 24 24 25 5 | 
10 10 Frozen fruits and berries ? 9 27 30 28 25 35 37 6 | 
10 10a | Frozen fruit juices and ll 27 @ 21 22 25 25 6 
concentrates.? | 7 | 
10 10 | Frozen specialties ? | 27 30 28 27 30 30 8 | 
11 11 Canned fruits, berries and 8 a 
juice ? 233 26 31 26 26 29 32 } 
12 12 Fruit cocktail, pineapple, | g | 
peaches, pears ? 191 23 ( 27 27 30 34 9 | 
13 13 Fruits, dried and dehy- 9 7 
drated 2 106 25 (3 29 28 31 35 9 | 
14 14 Gelatin and pudding mix 157 2. (3) 23 23 26 29 10 
15 |... Jams, jellies, peanut butter 176 32 28 29 31 34 . 
15 15 Jams, jellies 102 32 $f 31 30 33 36 10 | 
15 l5a | Peanut butter 18 32 (G3 22 21 24 25 10 | 
16 16 Lard__. 6 18 (3) 19 20 23 23 10 
17 17 Macaroni and spaghetti 142 32 @) | 29 28 33 36 10 
18 18 | Mayonnaise and salad | 
dressing =. 96 24 (3) | 28 26 32 34 10 | 
Meat, canned } 11 | 
DD lw... All ; ona 171 Zi }.. | 24 | 23 25 29 
19 19 | Other (4) 21 23) (* (4) (4) (4) 12 | 
19 19a Luncheon meats (4) 21 @) | @ (‘) (4) (4) | 
20 20 Milk, canned 150 20 (3 14 15 17 | 19 13 | 
21 21 | Oils, cooking and salad 77 2s (3) 22 23 24 | 29 
22 22 | Oleomargarine 42 15 18 16 15 | 21 21 14 
23 23 | Pickles and relishes ? 123 32 36 32 31 33 41 15 | 
24 24 | Rice : : nia 84 28 (3) } 29 23 | 34 36 15 | 
Shortening: } 15 
25 25 Hydrogenated oe 87 9 3) 12 11 13 19 16 
26 26 Other_.._- : 16 18 13 10 14 19 17 
Soups 18 | 
27 27 Canned : 170 26 | 19 18 19 | 22 | 
28 28 Dehydrated 63 34 (3 26 24 29 | 36 j 
29 29 Spices ? ' | 107 46 Ga 39 39 42 49 19 | 
30 30 Sirups. ---- ] 122 | 28 G 25 26 | 28 30 19 { 
31 31 Tea . 123 26 () | 26 27 | 28 30 19 | 
32 32 Vegetable and juices ? 231 31 32 27 27 39 33 20 
33 33 Corn, green peas, toma- | | 21 
toes, and tomato juice ? 194 23 ) 27 26 29 | 35 22 
34 | 34 | Vegetables, dried and de- | 3B 
hydrated * 118 36 @) | 25 24 32 37 24 
35 35 | Vinegar 66 34 37 | 35 33 36 39 25 
36 36 | Miscellaneous_-..-...-....| 205 40 (3) 32 32 | 35 | 39 6 
1 Amended through amendment 14 effective June 2, 1952, but before decontrol of ‘“‘Harrison’’ and other = 
items x 
? Partially, largely, or completely decontrolled as of January 1953. * | 
* Unchanged. 3 
* Not available. 39 | 
§ Major: Corn, green beans, limas, mixed vegetables, peas, spinach. Minor: Other. 33 | 
34 
35 | 
36 | 
1 Ame 
? Parti 
5 Uncl 
4 Not: 
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ey APPENDIX TaBLE D-3.—Comparison of CPR 15 OPS food margin survey 
markups, group 8 stores 
CPR 15! j CPR 15 | Survey markups 
category : markups | 
Num- — —_—— pcan penance 
: number OPS food margin survey, | ber of |——— _| Mediar | 
“It a commodity category obser- | Arith- |° soth "65th 80th 
0th Orig- |Amend- vations} Orig- |Amend-| metic per- | | or- per- 
tile inal | ment | _ ait ere centile | Centile | centile 
e } | 
Sa Se “| _—. ‘ja j “| = 
—- 1| 1 | Baby foods ?.... | 428 i] @ | iw] 18] 2 22 
“_ 2 2 | Cereals, breakfast. | s33| 18 20} 2| 2 24 26 
3| 3 | Cocoa, chocolate and ce-| 315}  22| @) a7 | = 27 33 
21 real drink, | 
() et. | Coffee: All........-- } 372) 2]... 12 isf 3 16 
orn Le | "77 9 3 | | ‘ ‘ 
“7 97 4 4a Getnentonias “04 | 12 6 16 | 15 16 18 
= 5 .....| Cookies, crackers, toast | 375 | ee 29 28 30 36 
6 } and crumbs. } | | 
> 5 5 | Cookies, toast and crumbs.| 23% | 25 30 32 | 30 34 38 
op 5 | 5a | Crackers. ._- hacnicbosh 146 | 25 (3) 25 25 28 28 
25 . 6 cranes hominy ed 3 @) a = 36 39 
5s | 6 | Flour mixes seed 367 2! ® | 2% 4 24 30 
30 7 7 | Dog and cat foods ....-...| 399 | 24 @ | 29 | 28 32 33 
8 Fish, processed: All ......--! 352 | i Se ond 28 | 25 | 28 35 
39 x s Except salmon and | 180 2 25 | 33 | 33 | 40 52 
P tuna. | | | 
34 8 8a | Salmon and tuna-.--.--..- 172 | 2; @® | 25 24 28 27 
p u .| Flour: All sizes weal 445 20 aon 18 17 19 22 
35 9 | 9 | 5 pounds or under. ‘aneiae 20 | 23 ol? | © (4) 
90 y 9a Over! Dg is. (4) 20 () (4) an) ; (4) (4) 
34 We Shadatetins Frozen foods, all ?__.. 744 | 7 as 29 | 26 | 30 | 34 
26 Frozen vegetables: | 
9F 10 10 Major 2 5 239 27 30 | 29 | 25 30 | 32 
= 10 10 Minor ? ; 138 27 30 34 | 29 33 | 43 
36 10 10 | Frozen fruits and berries ? 114 27 30 26 26 28 | 31 
; 10 10a | Frozen fruit juices and con- | | 
34 centrates 2 " . 170 97 | ® | 28 26 32 34 
10 10 | Frozen specialties ? -| 83 27 | 30 30 26 28 | 38 
99 ll 11 | Canned fruits, berries and | | | 
‘i | _ juice? 474 | 25 30 | 28 27 31 35 
4) 12 12 | Fruit cocktail, pineapple, | | | 
oP in | _ peaches, pears 2 -| 366} 23; ® | 29 | 26 31 37 
90 13 | 13 | Fruits, dried and dehy- | 
21 | _drated 2___- -| 242 25} @® 36 | 31 | 38 | 48 
41 14 | 14 Gelatin and pudding mix 343 23 @) | 26 | 24 | 29 34 
36 Wi .| Jams, jellies, nero 460 ae dette 30 | 30 | 32 34 
15 15 | Jams, jellies...............-| 362 31 | 35 31 | 30 32 36 
19 15 15a | —_ See 98 | 31 1) 29 29 | 32 | 32 
7 16 16 | Lard___.- ; 142 17} @ | 24 21 28 32 
9 } j | } 
! 17 | 17 Macaroni and spaghetti_. | 339 | 27 (8) 28 | 27 | 30 | 34 
22 18 18 | Mayonnaise and salad | | | | | 
- teasing |} 300) 2) @® | 2% | 24 | 27 32 
49 | | Meat, canned: | | | 
. 19 ia | Other CPT o | 19 | 733 | or | « a (4) 
30 ‘ of. ----- --- | 7 | } ) 
33 My ge - pas: meats. 2 ® O, O. O. (4) a 
| i cannec — 322 ) | | 3 | 5 
35 21| 21 | Oils, cooking and salad.--"] 169) 2/ @ | 25| 26/ 27| 30 
’ 22 22 | Oleome argarine__- 258 | 14 | 18 | 16 16 | 7 | 19 
37 23 23 | Pickles and relishes? | 368 | 31 | 35 | 35 | 33 | 34 | 39 
2 24 | ET Bee. nckune of 213 24 () 27 | 27 30 | 35 
39 
= 25 25 Shortening: hydroge nated_.| 191 9 (@) | 13 | 12 15 21 
26) 2% | Shortening, other... | 106 17 @ | 14 | 11 18 | 19 
_ | Soups: | 
a 7 Canned.- f 339 19| @ | 21 21 | 25 
28 Dehydrated 108 31 (3) 29 26 | 31 
20 Spices ?__- 250 | 46 (3) 46 46 | 55 
30 Sirups-...- 297 24 @) | 27 | 26 | 33 
31 Tea : | 229 25 (8) 27 | 26 3 
32 Vegets able and juices ? 601 29 30 32 29 38 
33 Corn, green peas, tomatoes, | 
and tomato juice ?_ _- 401 23 @) | 31 26 41 
34 34 Vegetables, dried and de- | | 
hydrated 2... 279 A ie Oe ee ae 42 49 
35 35 Vinegar ay veul 177 27 34 38 36 43 46 
36 36 Miscellaneous aeiies 628 35 @® | 37 | 34 40 42 


1 Amended through amdt. 





? Partially, largely, or completely decontrolled as of January 1953. 
5 Unchanged. 
4 Not available. 


‘ Major: Corn, green beans, limas, mixed vegetables, peas, spinach. 


Minor: 


14 effective June 2, 1952, but before decontrol of ““Harrison”’ 


Other. 


and other items. 
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AppENDIXx TABLE D—4.—Comparison of CPR 15, OPS food margin survey mark- APPENDID 
ups, group 4 stores 
CPR 16! cate- CPRI5 eta k —s 
ory somber ens. markups "a ve y markups 
OPS food margin survey, | ber of : dis | OPR 16! 
rigi- | Amend- commodity category ool Origi- | Amend- ee 2 ‘oh Goth | 80th gory N 
nal ed en. en ed! | aver- | percen- os percen- 
age tile te | tile biaee) oee 
l l Baby foods? 749 16 (3) 18 18 19 21 au A 
2 2 Cereals, breakfast 897 16 18 18 18 20 22 Original | 
3 | Cocoa, chocolate, and ce | } 
res! drink 520 21 (3) 25 8 27 29 eee fe 
Coffee 
4 All 656 ul 11 | 10 11 15 1 
4 4 Regular 465 ll G ll 10 ll 13 2 
4 4a Concentrates 191 il 15 15 13 15 18 3 
5 Cookies, crackers, toast, | 
and crumbs 612 25 27 | 25 28 33 4 
5 5 Cookies, toast, and crumbs 379 20 30 29 | 27 29 33 4 
5a | Crackers 233 25 (3) 23 21 25 29 4 | 
6 6 Cornmeal, hominy 78 21 (3) 29 26 31 40 5 
6 6 Flour mixes 013 21 (3 22 20 24 26 5 
7 7 Dog and eat foods 671 24 (3) 25 24 26 30 5 
Fish, processed 6 
s All 632 21 26 | 24 28 33 6 
8 8 Except salmon and - 
tuna 306 21 25 29 | 28 32 36 
8 8a Salmon and tuna 326 21 (3) 22 22 24 28 8 
Flour | s 
9 All sizes 730 14 16 15 17 18 8 
4 9 5 pounds or under (4 14 17 Pe ee (*) (4) 
9 Ya Over 5 pounds (4 i4 ; (4) (4) (4) (4) 9 
10 Frozen foods, all ? 1, 531 27 28 | 25 27 | 33 9 
Fozen vegetables | y 
10 10 Major 25 472 27 30 28 25 27 | 34 10 
10 10 Minor 2 270 27 30 32 | 26 28 | 40 
10 10 Frozen fruits and berries ? 224 27 30 27 25 | 26 29 10 
10 10a | Frozen fruit juices and 10 
concentrates * 363 27 (3) 27 25 29 33 10 
10 10 Frozen specialties ? 202 27 30 28 25 28 33 10 
ll ll Canned fruits, berries, and 10 
juice 2 - 840 25 30 28 26 29 34 ll 
12 12 Fruit cocktail, pineapple, | 2 
peaches, pears ? 654 21 @) 25 23 27 | 31 
13 13 Fruits, dried and dehy | 13 
drated 2 380 25 (3) 30 28 31 38 14 
14 14 Gelatin and pudding mix 605 18 (3) 21 | 20 22 26 15 
15 James, jellies, peanut but 15 
ter 770 31 28 27 30 35 15 
15 15 | Jams, jellies 609 31 35 29 27 30 36 16 | 
15 15a | Peanut butter 165 31 () 25 24 27 29 17 
16 16 Lard 155 15 (3 19 17 19 25 18 
17 17 Macaroni and spaghetti 608 26 ( 25 24 | 27 31 
18 18 Mayonnaise and salad 19 | 
dressing | 596 22 (3) 26 | 25 26 32 19 | 
Meat, canned 19 | 
19 All 798 18 | 21 | 20 | 23 | 25 20 | 
19 19 Other (4 18 22 621} #20!) (4) (4) 21 | 
19 19a Luncheon meats | (4 18 18 619 615 1) (4) 22 | 
20 20 | Milk canned 515 9} @ 12 | 11 | 13 | 17 23 | 
21 21 | Oils, cooking and salad 292 16 @ 21 19 | 22 27 24 
22 22 Oleomargarine 358 14 18 14 13 16 18 
23 23 | Pickles and relishes 2 581 31 35 32 | 29 33 39 25 | 
24 24 Rice | 365 20 G 28 | 26 | 28 | 34 26 
Shortening | | | 
25 25 | Hydrogenated 294 9 (3) 11 | 10 | 12 15 27 
26 26 Other 4 | 121 | 13 @) | il ll 13 14 28 
Soups | | 29 
27 27 Canned at 19 (3) 19 | 18 | 20 | 23 30 
28 28 Dehydrated | 227 27 @) | 27 | 22 | 29 32 31 
29 29 | Spices? 402 46 (3) 42 | 42 | 46 | 53 32 
30 30 | Sirups....- 475 2| ©® 24 | 24 | 26 | 29 33 
31 3 enh 412 2; @ | 24 | 23 | 26 30 
32 32 | Vegetable and juices ? | 966 27 | 30 27 | 25 | 28 34 34 
33 33 | Corn, green peas, tomatoes | | | | 35 
| and tomato juice ? 669 2; ® 25 | 23 26 32 36 
34 34 | Vegetables, dried and de- | | | 
| hydrated ? | 454 | 2; @® | 33 | 31 36 44 aaa 
35 | 35 | Vinegar | 2R5 26 33 | 32 | 29 33 41 1 Amel 
36| 36 | Miscellaneous | 1,027 3; @ | 32 | 30 33 40 items. 
quniesamindglipegnatetadpieininansnaniatndon siapaeanlcemneinnditicaeateniaalntl - apclnnan ares OnE nEEetENpEEE. ? Com} 
1 Amended through amendment 14 effective June 2, 1952, but before decontrol of ‘‘Harrison”’ and other oh 
items. Not ¢ 
? Partially, largely, or completely decontrolled as of January 1953. 5 Majo 


? Unchanged. 

4 Not available. 

’ Major: Corn, green beans, limas, mixed vegetables, peas, spinach. Minor: Other. 
* Figures provided upon committee request; not previously available. 
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29 
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30 
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36 
28 


18 


33 
34 
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29 
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Appenpix TaBLE E-1.—CPR 16 markup ‘‘coverage’’ and ‘‘denial’’ of pre-Korean 
markups per OPS food margin survey, group 1 stores 


‘*Coverage’’—Per- 199 D 
car atiecer o “Denial”— Percent of 
CPR 16! Cate- : survey observations 





gory No | on oe oe higher than CPR 16 
| OPS food margin survey commodity 16 a ane t markups 
| categories 6 Markups 
rina) | “mend- Original | Amended !} Original | Amended ! 
Original |"ment | CPR16| CPR16 | CPR16| CPR16 
| 
| | 
Percent Percent Percent Percent 
1} 1 | Baby foods? “ 64. 2 (3) 35.8 @) 
2 2 Cereals, breakfast 63. 2 71.8 | 36.8 | 28. 2 
3 3 Cocoa, chocolate and cerea) drink_-. | 81.3 | (3) | 18.7 | (3) 
Coftee | 
4 All 88. 2 | 11.8 
4 Regular 98. 1 (3) 1.9 () 
t fa Concentrates 58.0 69.7 42.0 30. 3 
5 Cookies, crackers, toast, and crumbs 62. 4 37.6 
5 5 | Cookies, toast, and crumbs | 51.5 83.4 | 48.5 16. 6 
5 5a | Crackers | 58.0 (°) 42.0 4’) 
6 6 Cornmeal, hominy 52.0 (8) 48.0 () 
6 6 Flour mixes 86. 3 (3) | 13.7 (3) 
7 7 Dog and cat foods 65. 5 (8) 34.5 @) 
Fish processed: | 
8 All | 48.8 51.2 
8 Except salmon and tuna 22. 4 67.4 77.6 32. 6 
8 8a | Salmon and tuna | 63.1 (°) 36.9 ©) 
Flour | | 
9 » ll sizes | 87.1 12.9 
9 9 5 pounds or under (4 (4) (4 (4) 
9 Ya Over 5 pounds (4) | (4) (*) (4) 
10 Frozen foods, all ? 89.1 es 10.9 
Frozen vegetables 
10 10 Major #5 | (4) | (*) (4) (4) 
10 10 Minor ? é (4) | (4) (4) (4) 
10 10 Frozen fruits and berries ? (4) | (4) (*) (*) 
10 10a | Frozen fruit juices and concentrates ? (4) (4) (4) | (4) 
10 10 Frozen specialties ? | (*) (*) | (4) | (4) 
ll ll Canned fruits, berries and juice ? 65.9 83.2 | 34.1 | 16.8 
12 12 Fruit cocktail, pineapple, peaches, | 
pears ? i | 50.3 (3) 49.7 (@) 
13 13 Fruits, dried and dehydrated ?__. _— 48.4 (3) 51.6 | (3) 
14 14 Gelatin and pudding, mix } 61.2 (3) 38.8 (3) 
15 Jams, jellies, peanut butter | 67.1 i 32.9 |... - 
15 15 Jams, jellies | 55.9 | 68. 6 44.1 | 31.4 
15 15a | Peanut butter--- ‘ 93.9 (3) | 6.1 | @) 
16 16 Lard - a (4) (4) | (*) (*) 
17 17 Macaroni and spaghetti 70.9 (3) 29. 1 (@) 
18 18 Mayonnaise and salad dressing - - -- | 48.7 | ) | 51.3 (3) 
Meat, canned 
19 All - 2 26.9 é 73.1 m 
19 19 Other . | ) (4) (4) | (4) 
19 19a Luncheon meats_ | (4) (4) (*) (*) 
20 20 Milk, canned ‘ 75. 5 (3) 24. 5 | @) 
2 21 Oils, cooking and salad - - - | 87.7 (3) | 12.3 (3) 
22 22 Oleomargarine . | 68.9 68.9 31.1 31.1 
23 23 Pickles and relishes ? 67.7 89.5 32.3 | 10. 
24 2 Rice Ue. vacate 43.7 (3) 56.3 | (8) 
Shortening | | 
25 25 Hydrogenated 23.6 () 76.4} (@) 
26 26 Other ‘ - Se (*) {9 FF (*) 
soups | | 
27 | 27 Canned 90. 1 (3) 9.9 | (*) 
28 28 Dehydrated = | 72.1 (8) 27.9 | (’) 
29 29 Spices 2 — 70. 4 (’) | 29.6 (’) 
30 30 Sirups : 72.1 | () 27.9 | ®) 
31 31 Tea “< . 54. 1 () 45.9 (®) 
32 32 Vegetables and juices ? 60.7 | 75.8 | 39.3 | 24.2 
33 33 Corn, green peas, tomatoes and tomato } | | 
juice ? } 38. 5 | (3) | 61.5 (’) 
34 | 34 Vegetables, dried and dehydrated 2 } 68.1 | (?) 31.9 | (3) 
35 35 Vinegar J de 69.9 (3) 30.1 | (3) 
8 (*) 


36 36 Miscellaneous 84. 2 | (*) 15. 


1! Amended through amendment 14 effective June 2, 1952, but before decontrol of ‘‘Harrison” and other 
items. 

? Completely, largely, or partially decontrolled as of January 1953. 

? Unchanged by amendment 14. 

4 Not available from analysis of OPS food margin survey. 

’ Major: Corn, green beans, limas, mixed vegetables, peas, spinach. Minor: Other. 
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AppENDIX TABLE E-2.—CPR 16 markup “‘coverage” and “denial” of pre-Korean 
markups per OPS food margin caiele group 2 stores 





























| 
| | ““Coverage”’—Per- | «tenial—Percent of 
CPR 16! Cate- | cent of survey ob- | “corvey observations 
WN servations equal to 
gory No. | | ortower than OPR higher than CPR 16 
OPS food margin survey, commodity | 16 markups markups 
| categories | I 
} | | 
Original} | Amend- | | Original Amended '| Original | Amended! 
| ment | | ¢ 1PR16| CPR16 | CPR 16 CPR 16 
i | 
Percent 0} Percent Percent Percent 
1 1 | Baby foods? 87.6 (3) 12.4 | ) 
2 2 | Cereals, breakfast skein al 66.8 | 72.8 33. 2 27.2 
3 3 | Cocoa, chocolate and cereal drink 81.1 () 18.9 | @) 
Coffee 
4 All 81.9 ‘ 18.1 en 
4 4 Regular 87.8 | (3) 12.2 () 
4} 4a Concentrates call 62.8 | 78. 6 | 37.2 | 21.4 
5 Cookies, crackers, toast and crumbs 62.4 | we oe i 
5 5 | Cookies, toast and crumbs 24.6 50. 5 | 75.4 49.5 
5 5a | Crackers 93.0 (3) | 7.0 (3) 
6 6 Cornmeal, hominy 44.0 (3) | 56. 0 (3) 
6 6 | Flour mixes | 82.9 | (3) 17.1 (3) 
7 7 | Dog and cat foods . hea | 66.7 | (3) 33.3 (3) 
| | Fish, processed | | 
8 | All : RAS Bc cee WS ehcc crs 
8 8 Except salmon and tuna smal 34.7 | 46.8 | 65. 3 53.2 
& 8a Salmon and tuna. --- od 73.1 | (3) } 26.9 () 
| Flour: | | 
ij) oe All sizes aan 94.9 | () 5.1 (’) 
9 | y 5 pounds or under j ; (4) (4) (4) (4) 
9 | 9a | Over 5 pounds ; De cane (‘) (4) (4) (‘) 
OD Bc deas Frozen foods, all ? an | 80. 2 spialeaie AD Bivincosectibs 
| Frozen vegetables: | 
10 10 Major ?5____ Sil Nii ninieicideeae 82.7 86. 9 17.3 13.1 
10 10 Minor 2? itioneses } 88.7 100.0 11.3 
10 10 Frozen fruits and berries ?___. nal 61.4 61.4 38. 6 33.6 
10 | 10a | Frozen fruit juices and concentrates 2__| 96. 6 (3) 3.4 (8) 
19 | 10 =| Frozen specialties *___. bal 51.7 84.4 48.3 15.6 
11 | 11 | Canned fruits, berries and juice ?_____ 53.7 73. 6 | 46.3 26.4 
12 12 Fruit cocktail, pineapple, peaches, | | 
I, RE | 34.3 (3) 65.7 (°) 
13 13 Fruits, dried and dehy drated ?______. | 32.8 (3) 67.2 ) 
14 14 | Gelatin and pudding, mix__._____. 58.7 © 41.3 (3) 
15 |_........| Jams, jellies, a ipa empanaa 66. 5 - Be lentmdede- sin 
15 15 | Jams, jellies__. i shat ‘ 58. 2 “81.3 41.8 18.7 
15 l5a Peanut butter... 5 Ahaieasihddeteatts seep 91.5 (3) 8.5 (8) 
16 16 «6| Lard eiensaadl 24.4 (3) 75.6 @) 
17 17. | Macaroni and spaghetti........._.__._. 63.3 (3) 36.7 r) 
18 18 Mayonnaise and salad dressing - ere 41.6 () 58.4 i) 
| | Meat, canned: | 
1a Rachie tGkah tae aoad P SOA Le 06:0 F.o.6...ts. 
19 19 Other pudnetiogenss (4) (4) (4) (4) 
19 | 19a hamioon meats. .........<.<.«.--- (4) (4) (4) (4) 
20 | 20 Milk, canned __. , sellin sei 83.9 (3) 16.1 @) 
21 | 21 | Oils, cooking and salad -.--........ ad 71.0 | (3) 29.0 @) 
22 22 Oleomargarine J ; ae 50.6 64.3 49.4 35.7 
28 23 =| Pickles and relishes * es 56.8 | 71.5 43.2 28.5 
24 24 Rice. oa > ; 49.3 (3) 50.7 ® 
Shortening: 
25 25 Hydrogenated. __..._-- iebedance 41.0 () 59.0 (@) 
26 26 Other 77.6 (3) 22. 4 @) 
| Soups: 
27 a |} Canned... i call 89.8 (3) 10.2 @) 
28 | 28 Dehydrated _. . _. seeentiionscaoial 69. 5 (3) 30.5 @) 
29 29 Spices ?___. handles sinliaca d 75. 2 (3) 24.8 (3) 
30 30 =| Sirups--.-- pomeeele 66.8 (3) 33. 2 @) 
31 31 Tea . a | 40.7 | @) 59.3 @) 
32 32 Vegetables and juices ? .| 68.0 | 71.0 32.0 29.0 
33 33 Corn, green peas, tomatoes and tomato | 
juice 2 ie 29.9 | @) 70.1 () 
34 34 | Vegetables, dried and dehydrate af... 76. 6 @) 23.4 @) 
| 
35 35 | Vinegar 7 anadde 59. 2 72.4 40.8 | 27.6 
36 36 | Miscellaneous : See aecan 82.0 | @) 18.0 e) 
| | | 








1 Amended through amendment 14, effective June 2, 1952, but before decontrol of ““Harrison” and other 
items. 

2 Completely, largelyor partially decontrolled as of January 1953. 

3 Unchanged by amendment I. 

{Not available from analysis of OPS food margin survey. : 

§ Major: Corn, green beans, limas, mixed vegetabes, peas, spinach. Minor: Other. 
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ean APPENDIX TABLE E-3.—CPR 15 markup, “coverage” and “‘denial’’ of pre-Korean 
markups per OPS food margin survey, group 3 stores 


**Coverage’’—Per- ” 

“Denial Percent o 

nt « i . er S sv ob- ; a @ 
poet CPR 15! Cate- eS Serer survey observations 
‘R16 gory No. or lower t! = CPR higher than OPR 15 























OPS food margin survey commodity 15 markups markups 
categories 
. Amend- | Original | Amended Original | Amended ! 
18. Original | “ment | CPR15| CPR15 | CPR16| CPR 15 
Percent Percent Percent 
nt 1 1 Baby foods? . ‘ pbielbelee 43.9 (3 56. 1 a 
9 2 2 Cereals, breakfast ‘ 20. 0 40.7 80. 0 59.3 
d 3 3 Cocoa, chocolate and cereal drink-. 22.3 (®) 77.7 i 
Coffee | 
4 All “ a 47.5 . 52. 5 i 
4 4 Regular i : 58.7 (3) 41.3 (8) 
21.4 4 4a Concentrates . 21.1 62. 4 78.9 37.6 
“he 5 Cookies, crackers, toast, and crumbs 1.0 Je 69. 0 ‘ 
49.5 5 5 Cookies, toast and crumbs. -- bau 22.7 45.5 77.3 : 54. 5 
. 5 5a | Crackers - ; 34.6 (3) 65. 4 (3) 
€ 6 Cornmeal, hominy : ° sett 11.5 (3) | 88.5 (3) 
6 6 Flour mixes : ‘4 at 54.8 (8) 45.2 (3 
7 7 Dog and cat foods ean 26. 5 (3) 73.5 (3) 
Fish, processed: 
Tested All —_— 18. 0 ‘ 62.0 |.... bees 
53.2 s - Excluding salmon and tuna_.-- 14.2 27.0 85. 8 73.0 
, 8 8a | Salmon and tuna sewwened 19. 6 (3) 80. 4 (8) 
Flour | 
9 . All sizes hs a r 69. 6 Qa 30. 4 ) 
a 9 5 pounds or under 7 (4) (4) (4 (4) 
9 9a Over 5 pounds 2 ¥ = (4) (4) (4) (4 
10 Reicha Frozen foods, all ? eal 53.8 46. 2 
— Frozen vegetables 
‘ 10 10 Major 2 57.2 67.9 42.8 32. 1 
= 10 10 Minor 39. 1 53. 6 60.9 46.4 
10 10 Frozen fruits and berries * 54. 1 77.3 45.9 22.7 
38. 6 10 | 10a | Frozen fruit juices and concentrates ?. _. 55.7 44.3 @ 
15.6 10 | 10 Frozen specialties a . bao 57.7 64.4 2.3 35. 6 
6. 4 11 | 11 | Canned fruits, berries and juice ? 32.0 62.7 | 68. 0 37.3 
F 12 | 12 | Fruit cocktail, pineapple, peaches and 
| | pears ? 5 (3) 74. ( (3) 
13 | 13 | Fruits, dried and dehydrated ?- _. 3) 81. 6 
14 14 Gelatin and pudding, mix__.........-. (3) 54.7 ( 
6 1cken | Jams, jellies, peanut butter_.........---| 47.5 
18.7 15 | 15 Jams, jellies hdtb bees ute i 77.4 45.3 22. 6 
15 15a | Peanut butter__-.- “ (3 47.2 (3 
16 | 16 LE. .cheeanaed samurai (3) 72.9 | ( 
17 | 17 | Macaroni and spaghetti-__.......... ( 52. 2 | (8) 
18 18 Mayonnaise and salad dressing. ......-- . § (3) 76.1 | (3) 
| | Meat, canned: } 
Lai. All De a se en 25.2 |_. ey: 74.8 |..:.. oe 
a 19 | 19 Other cashelinababii | (4) 4) (*) } (4) 
19 19a | Luncheon meats ot - (4) (4) (4) (4) 
20 20 | Milk, canned hicncpnive 29.0 (3) 71.0 (3) 
21 21 | Oils, cooking and salad ---.- ethiincenets 46.3 (8) 53.7 | @) 
357 22 | 22 | Oleomargarine oo 29.9 74.4 70. 1 | 25. 6 
28. 5 23 23 | Pickles and relishes ? oon . 32.9 67.3 67.1 32.7 
: 24 | 24 | Rice Lk II cars cabpiiesiaaliole a 30.9 (3) 69. 1 (3) 
| Shortening | } 
25 | 25 | H ydrogenated_...........- saudi 16.9 (3) | 83.1 | @) 
26 26 | QE cccacebdibvecespucesununin 64. 6 () 35. 4 | () 
| Soups: | 
27 | 27 | I ok catninonatabanmiarie ; 37.3 (3) 62.7 | Q) 
28 28 DINAE Ra oc.ten nections ‘ 68. 6 (3) 31.4 | @) 
29 | 29 Spices 2 Lchdincusaben eetnewiows 63. 5 (3) 36. 5 | 1) 
30 30 Sirups...- Wil Kenciiairouines | 38. 0 (3) | 62.0 3) 
31 1 Rc tise sca arisen sie icahalac : 43.0 Q 57.0 (3) 
9.0 32 32 Vegetables and juices (2)... 49.5 53. 6 50. 5 | 46. 4 
oF, 33 | 33 Corn, green peas, tomatoes, and tomato | 
| | _ juice 3__.. 27.4 | (®) | 72.6 (3) 
34 34 Vegetables, dried and dehydrated 2_. 48.3 Qa 51.7 Q 
35 35 WE Soc ctubalibosscuchastehar wealé 13. 2 45.7 86.8 | 54.3 
7.6 36 36 po Ee ee Cee igi 52. 2 @) | 47.8 | (4) 
iataat 1 Amended through amendment 14 effective June 2, 1952, but before decontrol of ‘‘Harrison” and other 
her items, 


2 Completely, largely or partially decontrolled as of January 1953. 

§ Unchanged by amendment 14. 

4 Not available from analysis of OPS Food Margin Survey. 

§ Major—corn, green beans, limas, mixed vegetables, peas, spinach; minor—other. 
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APPENDIX TABLE E-4.—CPR 15 markup ‘‘coverage”’ and “denial’’ of pre-Korean APPENDI 
markups per OPS food margin survey, group 4 stores survey 
7 group 


CPR 15! Cate- 


gory 


No. 


OPS food margin survey commodity 


‘*Coverage’’—Per- 
cent of survey ob- 
servations equal to 
or lower than CPR 
15 markups 


‘‘Denial’’—Percent of 
survey observations 
higher than CPR 15 
markups 


Less than | 
(i. e. CF 
medians) 





categories ‘. 
— , sei aati digmdneminamiasneagemmaaainemitiees Survey cat 
Original | Amend- Original Amended !| Original | Amended! — 
ment CPR15| CPR15 | CPR15| CPRI15 Rice. 
- a — = = Fruits, 
Percent Percent Percent Percent 5 saa 
1 1 Baby foods 37.7 (3) 62.3 (3) 16 Bs les 
2 2 | Cereals, breakfast 32.4 53.5 67.6 46.5 oeeee 
} 3 Cocoa, chocolate and cereal drink 32.9 9 @ 67.1 (3) 
Coffee 50 to 65 pe 
4 All 60.5 39.5 : CPR 16 
4 Regular 71.1 (3) 28.9 Q@ percentile 
4 4a Concentrates 28.9 i 71,1 | 43.8 
Cookies, crackers, toast, and crumbs 47.6 52.4 Survey cat 
5 | Cookies, toast and crumbs 40.0 66. 4 60.0 33. 6 Fruit | 
5 5a | Crackers 64.1 (3) 35.9 3 Cornn 
6 6 | Cornmeal, hominy 19.9 (3) 80. 1 (3 Pea 
6 6 | Flour mixes 53.1 (3) 46.9 (3) Crack 
7 7 Dog and cat foods... 50.7 | (3) | 49.3 (3) Gelati 
Fish, processed Salmo 
8 All 34.6 65.4 _ Baby 
8 8 Except salmon and tuna 21.4 37.6 78.6 62.4 7 catego! 
~ 8a | Salmon and tuna 46.3 @ 53.7 | (®) sales. 
Flour | 
9 All sizes 42.7 ; 57.3 . 65 to 80 pr 
4 Q 5 pounds or under (4 (4) (4) (4) CPR If 
y Ya Over 5 pounds (4) (4) (4) | (4) perceniul 
10 Frozen foods, all ? ont 62. 2 died -| Rl ioabes i 
Frozen vegetables: | Survey ca 
10 10 Major 25 65. 2 73.2 34.8 26.8 Dog fe 
10 10 Minor ? 54.4 68.9 | 45.6 31.1 Fish, | 
10 10 | Frozen fruits and berries ? wi 71.7 80. 6 | 28.3 | 19. 4 Veget. 
10 0a | Frozen fruit juices and concentrates ?_ - 61.2 | (3) 38.8 | 3) 
10 10 Frozen specialties ? 63.0 | 74.4 37.0 | : 25. 6 All othe 
11 11 | Canned fruits, berries and juice 2___- 44.6 66.8 | 55. 4 | 33.2 others, fre 
12 12 Fruit cocktail, pineapple, peaches, | | of total.) 
_pears ? ts 35. 4 | () } 64. 6 | (3) 1 Amen 
13 13 Fruits, dried and dehydrated 2___- 32.9 @) 67.1 | (3) items. 
14 14 Gelatin and pudding, mix- ---- | 30.0 | 1) | 70.0 | @) 2 Comp 
15 Jams, jellies, peanut butter--_.._..- TS. ho nnddumte det 29.6 |--.-- ‘ 
15 5 Jams, jellies_- 65.9 77.2 | 34.1 | 22.8 
15 lia | Peanut butter._. » . 87.2 (3) | 12.8 | (°) 
16 16 | Lard oh ; 31.4 | (3) | 68. 6 (3) 
17 17 Macaroni and spaghetti 62.6 | () | 37.4 ) 
18 18 Mayonnaise and salad dressing 32.8 | ) | 67. 2 | 9) 
Meat, canned | 
19 All : . et Se 66.5 |__- 
19 19 Other | (4) (4) (4) } (*) 
19 19a Luncheon meats (4 (4) | (4) (4) 
20 20 Milk, canned 32.9 | (8) } 67.1 3) 
21 21 Oils, cooking and salad 36. 7 (3) | 63.3 | @) 
22 22 Oleomargarine 54.6 80. 2 45.4 | 19.8 
23 23 Pickels and relishes ? | 56. 1 74.4 | 43.9 | 25. 6 
24 24 Rice ‘ 20.0 (@) | 80.0 () 
25 25 Shortening | } | 
Hydrogenated - ia 39.3 () | 60.7 (?) 
26 26 Other 63.8 (3) 36. 2 (*) 
Soups | } | 
27 27 Canned | 57.7 (3) 42.3 | (2) 
28 28 Dehydrated - - 63. 1 (3) 36.9 () 
29 29 Spices (2 pabi = F 65. 3 (’) 34.7 (3) 
30 30 Sirups 27.2 (3) 72.8 | @) 
31 31 Tea 62.3 | (8) | 37.7 | @ 
32 32 Vegetables and juices (2) | 58. 6 72.8 41.4 27.2 
33 33 Corn, green peas, tomatoes, and to- | } 
mato juice (2). | 39.5 (3) 60. 5 | (3) 
34 34 Vegetables, dried and dehydrated (2) -_.| 44.2 (3) 55.8 () 
35 35 | Vinegar | 29. 5 65. 6 70. 5 34.4 
36 36 Miscellaneous 68. 4 (3) 31.6 () 


1 Amended through amendment 14 effective June 2, 1952, but before decontrol of ‘‘Harrison” and other 
items. 

? Completely, largely or partially decontrolled as of January 1953. 

? Unchanged by amendment 14. 

4 Not available from Analysis of OPS Food Margin Survey. 

* Major—Corn, green beans, limas, mixed vegetables, peas, spinach; minor—other. 
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ApPpENDIX TABLE F-1.—Amended CPR 


161 markup percentile coverage of OPS 


survey pre-Korean markups commodity categories ranked by percentage coverage 


group I stores 


Amended CPR 16 category markups ! cover 


Less than 50 percent of survey pre-Korean markups 
(i. e. CPR 16 merkups are set below OPS survey 
medians) 

Percent 


Survey category coverage 
Shortening, hydrogenated 23. 6 | 
Corn, peas, etc 38.5 
Rice 43.7 
Fruits, dried ? 48.4 
Mayonnaise and salad dressing 48.7 


5 categories approximately 11.0 percent of CPR 





50 to 65 percent of survey pre-Korean markups (i. ¢ 
CPR 16 markups are set between median ond 65th 
percentile of OPS survey) 


Percent 

Survey category coverage 
Fruit cocktail, ete.? 50.3 
Cornmeal, hominy . 52.0 
Tea 54.1 
Crackers 58.0 
Gelatin and puddings 61. 2 
Salmon and tuna 63.1 
Baby food ? 64. 2 


7 categories, approximately 17.0 percent of CPR 16 
sales. 


65 to 80 percent of survey pre-Korean markups (i. e 
CPR 186 markups are set between 65th and 80th 
perceniue of OPS survey | 





Percent | 
Survey category coverage 
Dog food . s 65.5 
Fish, other 67.4 
Vegetables, dried ? 68.1! 


All other categories for which data are not available 


65 to 80 percent of survey pre-Korean markups (i. e. 
CPR i6 markups are set between 65th and 80th 
percentile of OPS survey) —Continued 


Percent 

Survey category—Continued coverage 
Jam, jelly 68. 6 
Oleomargarine 68.9 
Coffee, concentrate 69.7 
Vinegar 69.9 
Spices ? 70. 4 
Macaroni and spaghetti 70.9 
Cereals 71.8 
Soups, dehydrated 72.1 
Sirups 72.1 
Milk, canned 75.5 
Vegetables and juices, other ? 75.8 
14 categories, approximately 28.0 percent of CPR 


16 sales. 


80 percent or more of survey pre-Korean markups (i. e. 
CPR 16 markups are set higher than 80th percentile 
of OPS survey) 


Percent 

Survey category: coverage 
Cocoa 81.3 
Canned fruit, minor ? = 83.2 
Cookies 83.4 
Miscellaneous foods 84.2 
Flour mix 86.3 
Oils 87.7 
Pickles ? 89. 5 
Soups, canned .. 9.1 
Peanut butter suae, Oe 
Coffee, regular 98. 1 


10 categories, approximately 28.0 percent of CPR 
16 sales. 


: Flour, canned meats, lard, frozen fruit, shortening, 


others, frozen vegetables, minor, frozen specialties, frozen juices, frozen vegetables, major. (16.0 percent 


of total.) 


1 Amended through amendment 14 effective June 2, 


items. 


1952, but before decontrol of “‘Harrison” and other 


2 Completely, largely, or partially decontrolled as of January 1953, 
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APPENDIX TABLE F-2.—Amended CPR 161 markup percentile coverage of OPS 
survey pre-Korean markups commodity categories ranked by percentage coverage 


group 2 stores 


Amended CPR 16 category markups ' cover— 


Less than 50 percent of survey pre-Korean markups 
(i. e. CPR 16 markups are set below OPS survey 








medians) 

Percent 

Survey category: coverage 
Lard sasrih tecgasebdedess Sih paibanemel eS 
Corn, peas, etc.?__- ereneesteents Me 
Fru iried ? vesipacilies tee 
Fruit cocktail, etc.?_- $ a, 
Tea 40.7 
Shortening, hydrogenated _. —_ 41.0 
Mayonnaise and salad dressing eee << 
Cornmeal, hominy -......- ‘ aaed . 44.0 
Fish, other. aii . . 46.8 





Rice 49.3 


10 categories, approximately 19.5 percent of CPR | 


16 sales. 


50 to 65 percent of surrey pre- Kore im markups (i. € 
CPR 16 markups are set between median and 65th 
percentile of OPS survey) 


Percent 

Survev category coverage 
Cookies, ete ‘ 59.5 
Gelatin and puddings 58.7 
Frozen fruits ? ‘ 61.4 
Macaroni and spaghetti.....-- a . 63.3] 
Oleomargarine 64.3 


5 categories, approximately ‘11.0 percent of CPR 
16 sales, 


65 to 80 percent of survey pre-Korean markups (i. e 
CPR 16 markups are set between 65th and 80th 
percentile of OPS survey) 


Percent 

Survey category: coverage 
a Se ee, 
Sirups i le ‘ 66. 8 
Soups, dehydrated _.-.....-- Leinobacody ae 





65 to 80 percent of survey pre-Korean markups (i. e. 
CPR 16 markups are set between 65th and 80th 
percentile of OPS survey) 





Percent 

Survey category: coverage 

Vegetables and juices, other ?__.........- ™  § 
CE iiiidccocsaibouke ax on @ 
rr ee - 71.5 
Vinegar mms 72. 4 
Cereals . Divartu cet ade SD 
oe as ene 73. 1 
Canned fruit, minor ? acbasetanes 73. 6 
Spices 2 winnil denies 75. 2 
Vegetables, dried 2? 5 sin iN ta lin wate 76. 6 
A Be eee 77.6 
Coffee, concentrate _- sia Sie ith. Bak 78. 6 
14 categories, approximately 28.0 percent of CPR 

16 sales, 

80 percent or more of survey pre-Korean markups (i. e. 
CPR narkups are set higher than 80th percentile 
of OPS survey) 

Percent 

Survey category coverage 

Cocoa < in Se eclcaidsusieulcaiipm at eeraietaaaial 81.1 
PO a in eich itnn kad hine ie coatings 81.3 
Miscellaneous foods. - - AF MERE: 82.0 


Flour mix Plaistow 82.9 





ER RRS ae ee 83.9 
Frozen specialties 2 ice dips Seen 84.4 
Frozen vegetables, major ?_._... ; 86.9 


Baby foods ? : Wise ae 6 








Coffee, regular mgialcactl dieu ee 87.8 
DOE, CUI gon nsec ccwer enced Nee 89.8 
NITE cs cninrianbntoainrdesdanneondibens 4 91.5 
Crackers bs spiionieansaniddtedaiiie semana REMid og liidee 93.0 
Frozen juices ?_____- be Saale 96. 6 
Frozen vegetables, minor ?__._............ 100.0 


14 categories, approximately 32.0 percent of CPR 
16 Sales. 


All other categories for which data are not available: Flour, canned meats (9.5 percent of total). 


1 Amended through amendment 14 effective June 2, 1952 but before decontro] of ‘‘Harrison’’ and other 


items 


2 Completely, largely, or partially decontrolled as of January 1953. 
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APPENDIX TABLE F-3.—Amended CPR 15! markup percentile coverage of OPS 
survey pre-Korean markups commodity categories ranked by percentage coverage 


group & stores 


Amended CPR 15 category markups ! cover— 


Less than &0 percent of survey pre-Korean martups 
(i. e. CPR 15 markups are set below OPS survey 
medians) 





Percent 
Survey category coverage 
Cornmeal, hominy 11.5 
Shortening, hydrogenated 16.9 
Fruits, dried ? 18.4 
Salmon and tuna 19. 6 
Cereals 20. 0 
Cocoa 22 
Mayonnaise and salad dressing 23.9 | 
Fruit cocktail, etc.’ 25. 4 
Dog food 26.5 
Fish, other 27.0 
Lard 27.1 
Corn, peas, ete.? 27.4 
filk, canned 29. 0 
Rice 30. 9 
Crackers = 34.6 
Soups, canned 37.3 
Sirups . 38.0 
lea 43.0 
Baby food ? 43.9 
Gelatin and puddings 45.3 
Cookies, ete 45. 5 
Vinegar ‘ 45.7 
Oils... 7 ‘ . 46.3 
Macaroni and spaghetti " 47.8 
Vegetables, dried ? 48.3 


25 categories approximately 53.0 percent of CPR 15 
sales 


All other categories for which data are 


1 Amended through amendment 14 effective June 
items 


| Survey category 


| Canned fruit, minor ? 


50 to 65 percent of survey pre-Korean markups (i. ¢. 
CPR 15 markups are set between median and 65th 
percentile of OPS survey) 

Percent 

coverage 

Miscellaneous foods 

Peanut butter 

Frozen vegetables, minor ? 

Vegetable and juices, other ? 

Flour mix 

Frozen juices 2 

Frozen vegetables, major ? 

Coffee, regular 

Coffee, concentrate 


Spices? 
Frozen specialties ? 
Shortening, other 64.6 
13 categories approximate 30.0 percent of CPR 15 
sales. 





65 to 80 percent of surrey pre-Kerean markups (i. ¢. 
CPR 15 markups are set between 65th and 80th 
percentile of OPS survey) 


Percent 
| Survey category‘ coverage 
Pickles ? “ ee 67.3 
Soups, dehydrated : 68. 6 
Oleomargarine i ‘ 74.4 
Frozen fruits *....- ‘ 77.3 
Jam, jelly 77.4 


5 categories approximately 7.5 percent of CPR 15 
sales. 





1vailable: Flour, canned meats, (9.5 percent of total.) 


2, 1952 but before decontrol of ‘‘Harrison’’ and other 


3 Completely, largely, or partially decontrolled as of January 1953. 


80216—53—pt. 1——25 
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AppenpDIx TasBLe F—4.—Amended CPR 151 markup percentile coverage of OPS 
survey Pre-Korean markups commodity categories ranked by percentage coverage 


group 4 stores 


Amended CPR 15 category markups | cover— 
Less than 50 percent of survey pre-Korean markups 


(i. e. CPR 16 markups cre set below OPS survey 
medirns) 


65 to 80 percent of surrey pre-Korean markups (i. e. 
CPR 15 markups are set between 65th and 80th 
percentile of OPS survey) 

Percent 


Percent 
Survey category coverage | Survey category coverage 
Corn meal], hominy ---. 19.9 Spices ? Sieg Mabbss LbeBe erates, Gee 
Rice = 20.0 Vinegar eee sesuabbes ebseun Oe 
Sirups 2s Cookies, ete . ; : eee One 
Gelatin and puddings 30.0 Canned fruit, minor ? ee. Ce 
Lard 7 31.4 Miscellaneous foods é ---- 68.4 
Mayonnaise and salad dressing 32.8 Frozen vegetables, minor ?___._____- ... 68.9 
Cocoa ; 32.9 Coffee, regular SS hein 71.1 
Milk, canned __-_- ; 32.9 Vegetables and juices, other ? z . 72.8 
Fruits, dried ?___- 32.9 Frozen vegetables, major ? saee a? 
Fruit, cocktail, etc.* 35.4 Frozen specialties 4 sévdtaebescath gna 74.4 
Oils . pectiies 36. 7 PD Meio saStcccvdudde ddim ewercdaun ee 74.4 
Fish, other . 37.6 Jam, jelly scselb Gas ccdat har ee eotouine 77.2 
Baby food ? 37.7 s ‘ : . 
Shortening, hydrogenated 39.3 | __12 categories approximately 33.5 percent of CPR 
Corn, peas, etc.? : 39. 5 | 15 sales. 
Vegetables, dried ?___ . 44.2), ‘ : 
Salmon and tuna... 46. 3 | 89 percent or more of survey pre-Korean markups (i. e. 


7 CPR 16 markups are set higher than 80th percentile 
17 categories approximately 34 percent of CPR of OPS survey) 
5 sales. 


Percent 

. ; Survey category: coverage 

50 to 65 percent of survey pre-Koreon markups (i. € Oleomargarine 80.2 

CPR 15 markups are set between median and 65th Frozen fruits ?____ en ee 80.6 

percentile of OPS survey) Pereeng| Peanut butter..--2--2-2202022020 2022207 72 
G 

Survey category: coverage 3 categories approximately 4 percent of CPR 15 

Dog food 50. 7 | Sales. 

Flour mix 53.1 
Cereals 53. 5 
Coffee, concentrate _- 56. 2 
Soups, canned . me 
Frozen juices ? .. 4.2 
Tea 62.3 
Macaroni and spaghetti . 62.6 
Soups, dehydrated 63.1 
Shortening, other 63.8 
Crackers - - 64.1 


11 categories approximately 20 percent of CPR 


15 sales 





All other categories for which data are not available: Flour, canned meats. (9.5 percent of total.) 
1 Amended through amendment 14 effective June 2, 1952, but before decontrol of ‘‘Harrison” and other 
items 


2 Completely, largely, or partially decontrolled as of January 1953. 


Senator Carpenarr. It is 10 minutes past 12. We have one more 
witness. Is Mr. Heer present? 


STATEMENT OF LEO J. HEER, VICE PRESIDENT, NATIONAL RETAIL 
FURNITURE ASSOCIATION 


Mr. Heer. Yes; I would like, in the interest of saving time, to 
adopt the statement of the spokesmen for the American Retail Federa- 
tion, National Retail Dry Goods Association, and the Retail Food 
Distributors. 

The Cuarrman. And file your statement? 

Mr. Heer. I am adopting their statements. 

The CuarrMan. Without objection, it will be so ordered. We 
appreciate your statement. 

We have Mr. Reed as our next witness. Will you proceed in your 
own way, Mr. Reed? 
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STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, 
NATIONAL CREAMERIES ASSOCIATION 


Mr. Reep. Mr. Chairman and gentlemen of the committee, the 
opportunity to appear before you and state our views regarding 
Senate bills 753 and 1081 is gre “atly appreciated. 

My name is Otie M. Ree d. ITamW ashington representative of the 
National Creameries Association, and our headquarters are located in 
St. Paul, Minn. Our association is supported by and represents 
about 300,000 dairy farmers, located in the States of Minnesota, 
Wisconsin, lowa, Nebraska, Kansas, Montana, Michigan, Wyoming, 
North Dakota, and South Dakota. The some 950 plants affiliated 
with the National Creameries Association, of which about 85 percent 
are local cooperatives, manufacture for the most part butter and 
nonfat dry-milk solids. 

I do not intend to burden the record of this hearing with a plethora 
of statistics, but will ask permission to file a few statistical tables at 
the end of my statement. Rather, I wish to discuss the proposed 
legislation very briefly from the viewpoint of price and wage control, 
and in more detail with regard to the import limitation authority now 
carried in section 104 of the Defense Production Act, as amended, and 
which is scheduled to expire as of June 30 of this year. 

1. Standby price and wage controls not necessary: Briefly, with 
regard to price and wage controls, we support the position of the 
Dairy Industry Committee, of which we are members, and which 
testified before you on Monday, March 2. We do not think that 
price and wage controls are necessary at this time, and have been 
pleased to note the speed with which the Eisenhower administration 
has acted to remove these controls which in our view were contributing 
very little to the control of inflation, and were a source of bother and 
uncertainty to the dairy industry. 

We do not think that standby legislation of the type exemplified in 
S. 753 is needed. We assume that such legislation would be applied 
only in case of the most dire emergency, such as would be the case if 
the war were to be markedly extended. In case of global war, how- 
ever, it is entirely probable that the severity of the crisis might lead 
to the adoption by the Congress, and the acceptance by the people 
of this country, of very stringent controls—controls more stringent 
than in the case of S. 753. 

In any event, it is our view that it is quite hard, if not impossible, 
to develop legislation in this era of twilight peace that would be 
reasonably applicable in time of widespread war and full mobilization 
of all the resources of this country that would be needed to success- 
fully prosecute the conflict. In addition, we think the record of the 
Congress in times of crisis in this country has demonstrated that it 
can act quickly and effectively in de veloping legislation for the pro- 
tection of the interests of this country. Therefore, we think it more 
appropriate that standby legislation of the character of 5. 753 not 
be enacted at this time, since it is our firm belief that, when the need 
arises, the Congress can and will move quickly and expeditiously to 
formulate a control program—and one which would be enacted with 
a much more complete picture of the situation as it would then exist 
than it is possible to forecast at this time. 
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If, however, the Congress thinks it necessary to have available to 
the President powers to control the economy in case a crisis should 
develop, pending the enactment of detailed and comprehensive con- 
trol powers and other legislation designed to promete the rapid and 
full mobilization of our national resources and population, we would 
much prefer legislation of the type embodied in S. 1081, insofar as 
it pertains to the authority to institute interim controls over prices 
and wages. In view of the comments made in the preceding para- 
graph, we think that, in the case of a major crisis which would cause 
the President to invoke the powers that would be conferred upon 
him by S. 1081, the Congress by the end of the 90-day period specified 
in the proposed bill could and would enact more detailed and com- 
prehensive legislation, based on the facts of the crisis then in being. 

Of the two proposed bills, therefore, we prefer S. 1081, if the Con- 
gress deems it advisable to give the President tools to control the econ- 
omy in the first phases of the crisis. 

In case it is decided that S. 1081 is to be reported, we would suggest 
a clarification of the language dealing with base period, and the addi- 
tion of language to insure that both wages and prices would be frozen 
simultaneously. 

The Cuarrman. We will make certain that will happen. 

Mr. Reep. I do not believe it does. 

The CuarrmMan. We appreciate your calling that to our attention. 
That is our intention. We will get language that will assure that. 

Mr. Reep. 2. Allocation authority for critical materials: So far, 
with regard to both S. 753 and 8. 1081, my remarks have been directed 
to price and wage controls. I now pass to a discussion of title I— 
dealing first with the allocation authority now granted by section 101 
of title I of the current Defense Production Act, and in the next section 
with our major interest—control of imports as provided by section 104 
of title I. 

With regard to the allocation authority and the need therefor, I am 
sure you gentlemen will bear with me when I state that the opinions of 
my organization relative to the need for this authority are very general, 
indeed, and are based largely upon the actions taken in recent weeks 
to remove many of the controls over so-called critical materials. We 
observe that most of the price controls over such materials have been 
terminated, and that as far as the channeling of critical materials to 
end uses is concerned, about the only controls that remain are those 
which give defense-production activities first call upon such materials, 
with the users in the civilian side of the matter permitted to secure 
whatever they can secure after defense needs are met. Further, as we 
interpret this phase of President Eisenhower’s state of the Union mes- 
sage, about all that he requested be continued, as far as the Defense 
Act is concerned, is the authority to maintain a system of priorities or 
other allocation techniques designed to channel materials on the 
critical list to defense plants. 

From our own experience, we do not believe that the allocation 
authority as heretofore exercised has worked much of a hardship on 
our members. If it has done so, we have not been advised. 

In view of the above, and since we do not have the information as 
to defense needs available to us so that we could develop an inde- 
pendent judgment, and rightly so, we would be satisfied to accept the 
judgment of the Congress in this phase of the matter. Our member- 
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ship believes that peace stems from strength, not weakness, and we 
defer to the judgment of those who are charged with the conduct of 
our defense effort and that of the Congress. 

3. Import controls—section 104 of the Defense Production Act, as 
amended: From the point of view of the manufacturing milk producer, 
the most important feature of the Defense Production Act is section 
104, which orders the application of import controls to dairy products 
and certain other fats and oils under certain conditions. Section 104 
stems from the War Powers Acts in effect during the war and for a 
time thereafter, and was enacted as a part of the Defense Production 
Act when the provisions of the War Powers Act no longer were appro- 
priate to handling the problem. The section has been continued in 
the several amended Defense Production Acts, and is scheduled to 
expire as of June 30, this coming year. 

It is of paramount importance to the dairy farmer in this country 
that positive import controls, on the order of those contained in the 
current section 104, be continued. Our reasons for this statement are 
as follows: 

(a) Production of milk in this country is expected to stay about 
the same this coming year or to increase slightly. In 1952, 115,117 
million pounds were produced, compared to 114,841 million pounds 
in 1951 and peak production of 119,828 million pounds in 1945. 
See table 1, appendix A. 

(6) The number of milk cows and heifers kept for milk on farms on 
January 1, which had declined from a peak of 27,770,000 head in 1945 
to 23,369,000 last year, has now started on the upswing, and was 
23,996,000 as of January 1, 1953. No doubt, part of the decline in 
cow numbers exhibited in the recent past was due to the unfavorable 
prices of dairy products relative to beef cattle and high veal prices, 
and the upturn in numbers is due in large part to the fact that beef 
prices have been reduced until they are more in line with dairy prices— 
resulting in less culling of cows and saving more calves for milk produc- 
tion rather than vealing them. 

(c) World milk production has recovered from the effects of the war. 
For sometime following the war, our dairy products were needed in a 
number of foreign nations due to destruction of herds during the war, 
but this situation no longer obtains. 

(d) The unsettled conditions in international trade which have 
contributed so much to making this market attractive to foreign 
governments, still exist. Here I refer particularly to depreciation 
of currencies, a development in postwar international trade and 
finance which had the effect of markedly lowering prices of foreign 
dairy products in terms of United States money, making our tariffs 
largely ineffective. Also, apparently, many or our allies are still 
plagued by a shortage of dollars, and are very interestea in sending us 
commodities to aid in making up such shortage, irrespective of 
whether the United States is normally considered a market for their 
dairy products. 

(e) Butter prices in international trade are quite low. In the main, 
they are governed by the government-to-government contracts be- 
tween the United Kingdom and exporting countries, such as New 
Zealand, Australia, Denmark, and the Netherlands. Under these 
agreements, prices of butter from exporting countries are about 40 
cents per pound. Unde such world prices, butter could be laid down 
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in this country at between 51 and 55 cents per pound on the first 
60,000,000 pounds, and at 7 cents additional for larger quantities. 
Inasmuch as our support prices are 66.75 cents per pound, it is obvious 
that we would be flooded with butter if quantitative import controls 
were allowed to lapse. For a list of prices at which dairy products 
have been supported since the war, see table 2, appendix A. 

(f) Our Government, through the Commodity Credit Corporation, 
is purchasing rather sizable quantities of buiter under the price- 
support program. ‘These price-support programs are designed, as I 
understand the matter, to encourage farmers to maintain a high volume 
of production in these times of international stress. To permit our 
prices to fall to world levels would be folly of the highest order. During 
World War LI, I was privileged to serve as Deputy Director of Supply, 
War Food Administration, and from this experience I can state 
unequivocally that we cannot afford to permit our dairy industry to 
decline to the point where we depend upon imports from distant 
lands. On the contrary, if the pattern of the last war is repeated in 
any future war, our dairy farmers will be called upon not only to 
fulfill all the requirements of our own Armed Forces and our civilian 
popu’ation as well, but also to furnish huge volumes to our allies. 

At the present stage of world affairs, we submit that we in this 
country do not dare to permit a drastic decline in our dairy industry, 
such as would result if unlimited imports were permitted. In view 
of this, and the fact that a strong dairy industry is a necessity in 
times of both peace and war, we urge the Congress to continue import 
controls such as those set forth in section 104. 

(g) In the preeeding paragraph, I touched briefly upon the relation 
between our price-support programs in this country and the problem 
of controlling imports. We in the manufactured dairy products field 
are seriously concerned that, if import controls are allowed to lapse, 
it will sound the death knell of our price-support program. We do 
not think it would be wise to convert our domestic price-support 
program into a program to support the prices of dairy products 
throughout the world, yet this is precisely what we would do if we 
permitted import controls to lapse. Further, we do not believe such 
a program could long continue. 

(h) Some of the opponents of the type of import control exemplified 
by section 104 tell us that other provisions of law are sufficient to 
handle the situation, and that therefore section 104 should be allowed 
to lapse. Inasmuch as we have testified before this committee in 
detail regarding this matter last year, we will confine ourselves to the 
statement that we did not then, and we do not now, believe that the 
provisions of existing law suffice. This statement covers the escape 
clause in the Trade Agreements Act, section 22 of the Agricultural 
Adjustment Act, as amended, section 101 of the Defense Production 
Act, and the like. 

Opponents of section 104 are inclined to minimize the volume of 
imports that we would receive if import controls were allowed to 
elapse. First, it should be pointed out that very large volumes of 
dairy products are produced in certain European countries, New 
Zealand, Argentina, and Canada. See table 3, appendix A. During 
1951, the major producing countries produced the following: 
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Million pounds 
(a) Butter- 
(b) Cheese _- 5 Se eine earns ee eee SG Tene? te tee pepe ve: -- 3, 830 
(c) Canned milk 5 
(d) Dried milk__._.____- , a5 

Second,the international movement of dairy products is very large. 
In 1951, for example, approximately 912 million pounds of butter, 
779 million pounds of cheese, 949 million pounds of canned milk, and 
424 million pounds of dried milk products moved in international 
commerce (reports of the Office of Foreign Agricultural Relations, 
U. S. Department of Agriculture). In view of these large volumes 
moving in international trade, it is obvious that huge volumes could 
be imported into this country if import controls were removed. 
This is especially true in view of the very large proportion of total 
production that is exported from the major exporting countries of 
the Netherlands, Denmark, Sweden, Switzerland, New Zealand, and 
Australia. For example, in 1951, New Zealand, Denmark, and the 
Netherlands exported about 75 percent, 80 percent, and about 65 
percent, respectively, of total butter production in those countries in 
that year. (See also table 4, appendix A.) 

Opponents of section 104, including producers of agricultural 
commodities which are exported in considerable volume from this 
country, and who base their opposition to section 104 on the proposi- 
tion that restricting dairy imports deprives foreign countries of the 
dollars necessary for the purchase of their export commodities, would 
be well advised to remember that any gains they derive from un- 
limited dairy imports would be short lived, indeed. While a great 
proportion of the land now used in dairy produc tion would go out of 
dairy production in the event of unlimited imports, it is folly to 
think that such land would not be used. On the contrary, farmers 
leaving dairy production would shift the use of their land to the 
production of corn, hogs, wheat, poultry, and other commodities 
suitable to the locations involved, and the end result would be that 
all agriculture would suffer. 

Opponents of section 104 have stated frequently that the dairy 
industry should be quite interested in encouraging imports, for the 
reason that thereby we are able to maintain a strong export market 
for our dairy products. This statement is entirely erroneous. While 
it is true that we exported large volumes of dairy products during the 
war and immediately thereafter, practically all of these exports were 
financed by the Government of the United States. During the war 
such exports were financed under the lend-lease program. Since the 
war, most of the exports have been either under the Marshall plan, 
or were practically gifts to foreign governments and organizations. 

Under normal circumstances in international trade, most of our 
small exports are in the form of evaporated and dry milk to the Latin 
American and Pacific Basin countries. (For details as to exports 
and imports of dairy products by the United States, see table 5, 
appendix A.) 

(1) The disposal problem: Unlimited imports of dairy products 
would contribute very greatly to the already quite difficult problem of 
disposal of dairy produc ts purchased under the price support program. 

The question is, bluntly, this: How do we dispose of the commodities 
purchased under the price support program? 
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Heretofore, it has been possible to dispose of these commodities 
through the school lunch program, and to foreign governments under 
reduced prices and to programs for giving aid to people outside this 
country. (For details regarding disposition of dairy products pur- 
chased under this program since the war, see table 6, appendix A.) 
However, if this Congress decides to permit import controls to lapse, 
so that, under the price support program this country would buy up 
the world exportable surplus of butter, what do we do with the butter? 
If the volume of butter that we must dispose of under the price support 
program is greatly increased by unlimited importation, with resultant 
purchases far greater than they would have been under a program 
calling for the proper control of imports, then we, no doubt, woah add 
very materially to the disposal problem. It would appear that, under 
the circumstances outlined, we would be purchasing the world surplus 
of butter, and then we would turn around and dispose of a great 
portion of it in countries that would have purchased it if we had not 
permitted it to be imported in this country at high prices, compared 
to the price prevailing for the major volume of butter entering inter- 
national trade. 

There have been many adverse comments in the public press as to 
the dairy product price support program. I would like to point out 
that, since the war, the Commodity Credit Corporation has sustained 
losses of $132 million in a purchase program costing about $300 mil- 
lion. Losses on butter during the period were an $48 million, as 
compared to cost of about $150 million. Inasmuch as the total value 
of dairy products sold from farms was about $4.3 billion in 1951, it 
will be seen that the costs are very small relative to the total farm in- 
come from dairying. (See table 6, appendix A.) I will venture to 
say that, dollar for dollar, the dairy price support program has cost 
very much less, relative to the size of the industry, than the program 
for any other major commodity. 

4. Recommendations: In view of the foregoing, we have the fol- 
lowing recommendations which we respectfully submit to this com- 
mittee and to the Congress: 

(a) That S. 753 not be enacted. 

(6) That, if the Congress thinks it desirable to grant the President 
power to control the economy in case of the development of a crisis, 
you enact legislation of the type exemplified in S. 1081 

(c) That there be coupled with S. 1081, or rather, made a part 
thereof, authority for the President to allocate critical materials to 
defense plants and activities if he deems this necessary. 

(d) In any event, we must emphasize that import controls must be 
continued on dairy products. Rather than permitting section 104 to 
lapse, we would urge this committee to strengthen the import control 
provisions of the Defense Production Act, or so to amend other legis- 
lation to accomplish this result. As you will recall, last year, when 
the Defense Production Act was amended, it was provided that an 
additional 15 percent could be added to the quotas established under 
section 104, if the Secretary of Agriculture deemed such action neces- 
sary in view of international relations. Unfortunately, the Depart- 
ment of Agriculture apparently interpreted this modification of 
section 104 as indicative of the will of the Congress to relax import 
controls. Controls on cheese have been markedly relaxed, and the 
Department has moved very slowly to correct the import situation 
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that developed with regard to dairy commodities not theretofore under 
regulation pursuant to section 104. 

For example, imports of dried whole milk and dry buttermilk have 
in the past been very limited. In 1950 about 25,000 pounds of dried 
whole milk were imported into this country. In 1952 we imported 
about 39 million pounds and large volumes of dry buttermilk. (For 
detailed figures regarding United States imports and exports of dairy 
commodities, see table 5, appendix A.) These two commodities are 
used in the place of domestic butterfat and nonfat dry milk solids in 
the production of such dairy commodities as ice cream, and in the 
bakery trade. There is no question that the very great increase in 
imports of these commodities was because of the restrictions on the 
importation of butter and nonfat dry milk solids, and was designed to 
circumvent the regulation. In spite of this obvious set of facts, the 
Department of Agriculture refused for many months to put any sort of 
control on the importation of Gry whole milk and dry buttermilk. 
Finally, when the Departme nt started to purchase large volumes of 
butter under this year’s price support program, it imposed import 
controls which still permit large importations. The net result is that 
a large proportion of the butter that has been purchased under the 
price-support program this year is due to the failure of the Department 
to administer section 104 as it should have been administered. While 
we have hopes that the new administration will take a more realistic 
view of the matter, still, once foreign countries get a record of imports, 
it is very difficult to cut them back. 

We think that the Congress should enact legislation to control 
imports on a positive basis, and for this reason we suggest that legis- 
lation along this line be reported by this Gommittee, and enacted by 
the Congress. The legislation should (1) be permanent in character, 
(2) provide for immediate and positive controls over imports when 
they threaten any program that is being conducted by the Depart- 
ment of Agriculture under any of the domestic agricultural laws 
designed to secure parity prices for farmers, and (3) if possible, repre- 
sent an effort to correlate the farm policy goals and the foreign trade 
goals of the Congress and the Administration. 

5. Future operations: I would like to close this statement by advis- 
ing the committee that we in the manufactured dairy products in- 
dustry are well aware of the serious problems with which we are 
faced in connection with price support programs, import controls, 
and the like. 

For some months representatives of the large manufactured dairy 
products trade associations and the National Creameries Association 
have been working together to develop comprehensive legislation 
which would meet the requirements suggested above. We have 
drawn certain proposals and are in the process of discussing them with 
other farm organizations, leaders of the Congress, and high ranking 
officials in the executive branch. We hope that it will be possible 
within the next few months to bring before the Congress a legislative 
program for the control of imports on a broad basis and in such 
manner that foreign policy goals and farm policy goals can be brought 
into some degree ‘of correlation, rather than to continue the conflict 
that has existed for 20 years. 
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In the meantime we earnestly urge this committee to report out a 
bill continuing import controls of the nature set forth in section 104 
and enactment of such bill by the Congress. 

In his press release dated February 27, 1953, announcing dairy price 
support for 1953-54, Secretary of Agriculture Ezra Taft Benson stated 
that he was continuing the maximum support allowed by law on the 
basis of assurance that the dairy industry would immediately start 
work on a program to reduce governmental support prices to a mini- 
mum. 

We think Secretary Benson is eminently justified in these comments, 
and we wish to advise the committee we are working diligently on one 
phase of the program—that which is designed to form a permanent 
import program for agriculture, which will harmonize with the support 
price program and foreign trade policy. 

We are going to work very closely together to try to develop a more 
permanent system of import controls. We are certainly going to work 
with Secretary Benson in his desire that new programs be developed 
for supporting of prices of agricultural commodities. I want to thank 
you very much for your time. I hope I did not take too much. 

The CuHartrMan. If you want more time, you may have it. It was 
nice of you to come in. We appreciate it. What we are trying to do 
here is do the thing that we think is in the best interest of the country. 

(The material referred to by Mr. Reed follows:) 


TABLE 1.— Milk cows and milk production on farms, United States, 1940-58 





Production per milk cow | Total milk production on 

















Number of | | farms | 
Year | milk cows | a | nay —— 
onfarms | | e 
| Milk Butterfat Quantity ae - 
| | | 
Million 
Thousands Pounds | Pounds pounds Pounds 

iil lca ad | 24, 940 | 4, 622 | 184 109, 412 828 
1941 jaddewopie | 25, 453 4, 738 188 115, 088 863 
1942 wee pe I 26, 313 4, 736 188 118, 533 879 
1943 ; peived 27. 138 | 4, 598 | 183 117,017 856 
chaise wn-tenmdeals pwvctiedetives 27, 704 | 4, 572 | 182 117, 023 846 
1945 aie aibabe’ 27, 771 4, 787 | 190 119, 828 856 
1946__ _- : : cond 26, 521 4, 886 194 117, 697 832 
1947__... rate ~— ore 25, 842 | 5, 007 199 116, 814 810 
1948 ‘ \ . 24, 615 5, 044 200 112, 671 768 
SE odd dsctusti dk oe | 23, 862 | 5, 272 209 116, 103 778 
1950 a vhibiads ‘ 23, 853 | 5, 314 210 116, 602 769 
1951 oie t ty 23, 722 | 5, 313 | 210 114, 841 744 
1952 pivbseonk 23, 369 | 5, 328 | 211 115, 117 733 
1953 ?_. . . a ied b- | as J enn kgmle bone 





1 Excludes milk sucked by calves and milk produced by cows not on farms. 
? Preliminary. 


Source: Reports of the Bureau of Agricultura] Economics, U. 8. Department of Agriculture. 


TABLE 2 


Creamery | 
Mar. 1 
July 2 
Jan. 1, 
Apr. 1 
Apr. 1 

Cheddar c 
July 2 
Jan. 1, 
Apr. 1 
Apr. 1 


Nonfat dr 
Apr. | 
Sept. 
Jan. 1 
Apr. 
Apr. 


Source: 
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it a TABLE 2.—Prices paid by the Commodity Credit Corporation under price support 
104 program, Mar. 1, 1949, to date 
"1ce Period and commodity Price (cents per pound) 
ted ——_———$$ : —— 
the Grade A ] Grade B 
art Creamery butter | : oaains’ A 
. Mar. 1 to July 27, 1949 59. 00 57. 00 
ni- July 28 to Dee. 31, 1949 62. 00 60. 00 
Jan. 1, 1950, to Mar. 31, 1951 | 60. 00 58. 00 
Apr. 1, 1951, to Mar. 31, 1952 66. 00 64. 00 
its, Apr. 1, 1952, to Mar. 31, 1953 67. 75 65. 75 
: Cheddar cheese (United States grade A): 
ne July 28 to Dec. 31, 1949. 31.75 ‘ oo 
ant Jan. 1, 1950, to Mar. 31, 1951 £1.00 —_ 
Apr. 1, 1951, to Mar. 31, 1952 36. 00 ° on 
ort Apr. 1, 1952, to Mar. 31, 1953 38. 25 } ea 
re Spray process | Roller process 
rk Nonfat dry milk solids : Ce Tae Oe loan 
e 1 Apr. 1, to Aug. 31, 1949 12. 25 11.00 
Sept. 1 to Dee. 31, 1949 12. 75 11. 50 
nk Jan. 1, 1950, to Mar. 31, 1951 12. 50 | 10. 50 
Apr. 1, 1951, to Mar. 31, 1952 15. 00 13. 00 
Apr. 1, 1952, to Mar. 31, 1953 17. 00 15. 00 


Source: Announcements of the Commodity Credit Corporation, U. 8. Department of Agriculture. 





TaBLE 3.—Production of dairy products in principal producing and exporting 
countries, 1961 


Country | Butter | Cheese — a 
nh Cieenepetenehimggemens sn escent fit nite antasscnstcarta tial etaca SS Ee 
| 1,000 the 1,000 Ube, 1,000 the 1,000 lbs 

~_ Canada . . | 257, 604 85, 260 2 227, 844 870, 179 

er United States , 214, 685 1, 1d7, 560 | 243,935,100 3841, 300 
Cuba ‘ ° (*) } (4) 45, 192 (*) 
Belgium d 3574, 556 | (4) (4) 817,279 

4 Denmark 370, 593 165, 124 (*) | (*) 
France ‘ *7 584,000 | 7 § 617, 000 (*) | (4) 
Germany, Western 607, 980 | (#7) (4) (‘) 

28, Ireland 72, 838 (4) (4) (4) 

63 Italy (*) 7 8613, 000 (*) (+) 

79 Netherlands 184, 274 265, 257 394, 822 | 75, 432 

56 Norway 24, 647 * 63, 929 (4) - 

46 Sweden 244, 322 120, 007 (4) 317, 789 

56 Switzerland : 10 55, 115 * 116, 848 (4) (*) 

32 United Kingdom 12, 634 6 98, 516 176, 512 50, 086 

10 Argentina 9 94, 884 3 186, 210 (*) | (*) 

68 Union of South Africa 65, 867 | 3 21, 092 (*) (*) 

78 Australia 3314, 378 93, 242 3 150, 558 57, 013 

Ag New Zealand s 3 410, 536 3 227, 360 (4) (4) 

. Total : 4, 078, 913 3, 830, 405 5, 030, 028 1, 129, 078 








— ! Total dried whole and dried skim milk for human consumption. 
? Both bulx and case goods 
3 Revised 
* Not reported 
’ Total production in 1951 is estimated at 169,476,000 pounds 
6 Total production 
7 Estimated 
* Total cheese, and includes cheese made from the milk of goats and sheep 
* Total cheese, and includes cheese made from the milk of goats 
© Total butter, and includes butter made from the milk of sheep and goats 


Source: World Production of Dairy Products, Second Quarter, 1952, Office of Foreign Agricultural 
Relations, U. 8. Department of Agriculture, Sept. 22, 1952 
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TABLE 4.—IJnternational trade in dairy products in specified countries, 1951 


Country 











Butter 





Cheese 





Canned milk 


Dried milk 





Exports Imports, Exports Imports) Exports Imports, Exports, Imports 


1,000 1,000 1,000 1,000 1,000 1,000 1,000 | 1,000 
North America pounds | pounds | pounds | pounds | pounds | pounds | pownds | pounds 
Canada 544) 17,485 30,653) 11.688) 29, 905 20; 11, 136 7, 127 
Mexico (‘) 87 (‘) 1,014 (?) | 117 (2) 12, 621 
Panarna, Republic (2) 3680) () 3500) @) 34,300! (2) 31, 500 
United States 18, 453 59; 79,640) 52.335) 232, 222 2) 167, 209| 10,028 
Cuba (2 2,570} (2) 3,150} () | 43,470) () 3, 898 
land Antilles 3 500 (2 31, 200 @) | 26,200 (2) 31,100 
and and Tobsgo 3 900 (2) 31, 400 @) | @) | (2) 3800 
merica: } 
y 17, 950 (2) 5, 681 (2) (2) (2) (2) } (2) 
31, 400 (2) 330 (2) (2) @) | 410,000 
2, 862 ll 20 2 (*) (?) ) 
Colom bia_. (4) (2 (4 ( (?) () () 
Peru @ (4 () (4) (2) (4) () (4) 
Venezuela 33, 900 (2) 33, 600 (2) (?) (2) 5 70, 864 
Europe } 
Austria 1, 742 733 1, 642 (2) 1, 309 () 1, 063 
Belgium and Luxembourg 13| 43, 869 1,018 69. 989 452) 42, 564 5,985} 17,628 
Czechoslovakia (2) (2 (2) (2) (2) (2) (2) 
Denmark 03, 02 @ 101, 132 42, 99, 401 @) 19, 082 485 
Estonia $ (6 (8) (8) (8) (6) (8) 2) 
Finland 1,638, 12,447) 17,637 @ @ (*) @) | @) 
France 3,729| 40,055) 38,688! 20.324) 36 2, 832 2, 985 8, 993 
Germany, Western 11} 57,708 3, 871 33 (7) (7) 534,500) §2 476 
Greece Q@ 6, 430 (2) 41,304 (?) 3, 389 
Hungry ) { (?) (?) (?) (3) @) | @ 
Ireland. 505; 11 901 76} 19, 421 (?) 7, 442 504 
Italy (2 41, 33, 565; 25, 106 (2) 2: 709 (?) @ 
Latvia (é (8) (6 (é (6) 1) (6) 
Lithuania (6 (6 (6 (6 (6) (6) (6) (6 
Malta and Gozo : ) @ 31,700, @ (?) (?) (? 
Netherlands 119, 097 11 160, 199 681) 386,800' 24,000) 44, 807 7, 581 
Norway 6, 244 ?@ 2, 653 119 88 (3 44 4 
Poland and Danzig (2 @ (2 (2) (? (? (? e@ 
Portugal 3 435 ( 750 ( (2 2 (2) ( 
Rumania @ @ 2 ? eC (?) (?) (?) 
Spain @ 13 @ 535 ( 19 (2) 104 
Sweden 58, 44 2 4,429 4, 021 ? C 9, 006 (?) 
Switzerland 3 6,817; 41, 004 4, 293 5, 806 1, 266 6, 629 3, 472 
United Kingdom Ce 690, 345 2) 435,105) 21,295) 114, 436 5,084; 71, 821 
Yugoslavia 16, 11,045 153 @? @ e (2) () 
U. 8. 8. R. (Europe 1 Asia (2 @ Q (2) (2) @) |} (2) 
Asia 
Burma 2 Q (2) (2 (2) 317,000 (2) 3 500 
British Malaya (? $1,600) (2) $1,200; (@ 366,000) () 32,400 
Ceylon (2 81,300 (2 3 700 @ 311,000 (2) 31,7 
Hong Kong Q 81,100 (2) 3 700 @ $21, 000 (?) 21,600 
India (2) £1,000, (2) 2900, (2 23,000' (2) | 333,000 
Indonesia (2) 78100 © (2) Q@ 350,000; (@) 32,100 
Israel eas @ 31,000; (2) $2100! (2 2600; (2) 312, 000 
Japan @ 3 500 (2 3 600 () $900; ©) | #39,000 
Pakistan : (2) 38500 (?) 3100 (2) 35,000 @ | @® 
Republic of Philippines -.__- (2) 3 400 (2 3 500 (2) 3117, 000 @) | 36,000 
Siam ) (2) (2 (2) (2) |348,000) (@) | 8900 
Syria and Lebanon sa @ @ 75) 33,100) (2) (2) 2 | @® 
Africa | 
Algeria _ ae (2) #3, 600 (2) 3 21, 000 (?) 311,000 () () 
Belgian Congo (2) $8700) (2) 3600; (4) $1,300) () 32,400 
a (2) $82,600) (2) 38,800; (2) | 26,300) (@ 32,000 
Gold Coast Q (2) $200) (2) 25,800' (@) | @® 
Morocco < - 2 32. 600 @ 3 6, 500 (2) 3 6, 700 () | 31,700 
‘ Union of South Africa. -_- 5, 143 9, 194 594 345 1, 964 233} 278 43 
Yceania j 
Australia Te 75, 861 () 43, 040 3378) ° 91, 553 (?) 37, 946 324 
Sy eer ee 3300, 549, (2) ($212,850) (3) | 72,000; @ 


1 Less than 500 pounds. 
2 None reported. 


324,000; ©) 


’ Based on incomplete data or exports by country of destination, as reported by major supplying countries. 


4 Incomplete. 
§ Includes canned milk. 


* Incorporated in Union of Soviet Socialist Republics on Aug. 3, 1940. 


7 Included with dried milk. 
§ Includes Ghee. 





* Does not include trade with Anglo-Egyptian Sudan. 


Source: International Trade in Dairy Products Declines in 1951; Office of Foreign Agricultural Relations, 
U. 8. Department of Agriculture, Aug. 4, 1952. 


TABLE 5. 


Year 


1939... 
1940.... 
1941. 
1942... 
1943--- 
1944..----- 
1045......- 
DR cecees 
c —_— 
1948_....- 
1949... 
BID .ncernn 
1951 6. -- 
1952 7..-.. 


1 Reexp 
2 Gener: 
3 Impor 
4 Conde 
5 Less t! 
6 Prelin 
711 mol 


Source: 
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TABLE 5.—Exzports and imports of specified dairy products, United States, 1939-52 


[In millions of pounds] 




















: — — — — —_—____—— _ —— — 
| | 
if . Condensed | Evaporated Dried whole | Nonfat dry- 
3 , ese : I ; 
rts Butter Cheese milké | milk 4 milk milk solids 
Year — eee - } — — - a aa BEE 
Ex- Im- Ex- Im- Ex- Im- | Ex- Im- Ex Im- Ex Im- 
ports!| ports?) ports! | ports?| ports! | ports?| ports! | ports?| ports | Ports § ports | ports* 
1939 1.1 59. 1 2.3 0 27.5) (5 6.3) () | 0.9 
1940 1.4 2 32.6) 27.4) ° (3 118.7) () 4 7.5) (8) (5) 
1941 3.7 95.0) 20 82.0) (5) 602.0) | } 15 ol ( | (5) 
1942 20.1} 308.0 oO} () | 381.0) (5) 14.0} @) | (5) 
1943 3.3) 165.0 o| ©) | 568.0) (5) 39 0| (5s) | (8 
1944 1.7} 295.0 0} (5) | 591.0 -1} 47.0) @ (5) 
1945 — 3.7} 202.0 .0o| ©) | 759.0 4.6 (5) ot 
100 1946 7.0| 208.0 0} (3) 955. 0 6 (5) (8) 
1947 3.8] 177.4 2} (5) | 469.8) (5) | 1) (5) 
1948 -2| 95. 6 4} (8) 315.3) (5) | (3) 3.1 
1949 3 98. 0 5 -l) 249.5 @® | (5) | 5.3 
64 1950 (6) | 54.6) 9} (8) | 150.1 ‘ () | 2.5 
1951 & -1} 81.0 9 s) | 203.4) ( 9.0 1.0 
63 1952 7. 5] 3.5 2| (8) 90.6} (8) 32. 2 6 
28 | | | | | 
85 1 Reexports included 1915-33. 





2 General! imports, 1915-33, beginning 1934, imports for consumption. 

3 Imports for consumption, 

4 Condensed and evaporated milk; not reported separately prior to 1920. 
§ Less than 50,000 pounds, 


89 6 Preliminary. 
711 months. 
: Source: The Dairy Situation, Bureau of Agricultural Economics, September-October 1952 
4 
, 
, 
) 
) 
) 
) 
) 
, 
) 
) 


issue, 
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TABLE 6.—Estimated CCC loss on sales and other dispositions of dairy products 
acquired under price-support programs, Jan. 1, 1949-—Dec. 31, 1952 


In millions of dollars] 


Estimated 


cost of com-| Total sales Estimated 


"Tor v tl of dispositi . 33 
Product and type lisposition modities proceeds loss (or 
sold ! gain) 
Butter 
Domestic commercial sales, 88.3 89.0 (0.7) 
Sales for export 3.4 8 2.6 
Donations 46.4 46. 4 
Direct distribution (sec. 32 12.1 12.1 
Total 150. 2 101.9 48.3 
Cheese 
Domestic commercial sales 12.1 12. 
Sales for export 25. 1 10.0 | 15. 1 
Donations 9.9 
Total rues . 47.1 





Nonfat dry-milk solids: 








Domestic commercial sales 17.3 15.8 1.5 
Sales for export 58. 1 20.7 | 37.4 
Donations 19.9 19.9 
Direct distribution (sec. 32) ? 4.3 4.3 sh 
Total 99. 6 40.8 | 58.8 
Total, all dairy products | | 
Domestic commercial sales tres 117.7 116.9 | .8 
Sales for export 86. 6 31.5 55.1 
Donations 7 towne 76. 2 
Direct distribution (sec. 32) 2 16.4 16.4 
I  aibtinininiiniineiiee . _— 296. 9 164.8 132. 1 


1 Costs have been prorated between domestic and export sales on the basis of quantities sold in each type 
of outlet. It must be recognized that these estimates are subject to certain limitations, including the follow- 
ing 

' (a) Export sales usually involve additional transportation costs since the commodities are ordinarily 

delivered to ports of export. Supplies sold for domestic use are made available at warehouses where 
located 

b) Average costs per unit have been utilized in determining estimated costs for different types of 
sales. Inasmuch as the commodities sold vary by grade, by age, and by original procurement cost, 
these estimates reflect approximate costs and losses 

? These distributions were financed by Government funds available to the Department for use in disposing 
of surplus agricultural commodities 


Source: Compiled from reports of the Dairy Branch, Production and Marketing Administration, De- 
partment of Agriculture 


The CuarrMan. There being no more witnesses to be heard today, 
the committee will recess until tomorrow at 10 a. m. 

(Whereupon, at 12:45 p. m., the committee recessed until 10 a. m. 
the following day.) 


x 





